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DUTY OF THE PUBLICIST. 





The work of a public writer, even though it be in the 
special field of insurance, is not always a pleasant one. 
His real force and power lies in always presenting, with- 
out concern for the consequences, the thoughts and 
conclusions which honestly arise in his mind. In doing 
so he is often misunderstood, he often offends where no 
offence is intended, for the true publicist will say what 
he has to say fearlessly, even though it may most nearly 
affect adversely the interests or the feelings of those for 


whom he entertains the friendliest regard. 
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What Is the Use... 


of saying ‘‘ the best company "’ 
or ‘‘ the strongest company”’ 
or ‘‘ the largest company '’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905 = $37,071,298 
Liabilities, - > 2 33,770,675 
SURPLUS, : - = 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 





BOSTON FRED C. SANBORN, Mgr. 


OFFICE 3! MILK STREET. 





Incorporated Und:r the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
..«. BOSTON, MASS. 
PERCY ranuan, President. 


FRANKLIN W. GANSE, : 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Exceptional Inducements 
are 
Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 


INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 
32 Nassau Street New York City 





PHENIX 


INSORANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America” 


FSS 


Wit. B. CLARK, President. 
W. H. KING, Secretary. 


A.C. ADAMS, C. J. IRVIN 
HENRY E. REES, A.N. WILLIAMS, 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
"The Leading Industrial Insurance Company in America.” 


Pays over Three Hundred and Ninety-one Death Claims Daily. 
Insurance in Force of over $1,470,000,000 
Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent studyand practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. t Madison Avenue, New York City. 
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Men of Character are attracted 


to the Agency Force of the 
Northwestern. 


Because the Northwestern accepts || \ @) a h we S - e [ 0 


business only from regular agents || 
of the Company. 


Because Northwestern policies Mutual Lif2 Insurance 
command 100 cents on the dollar. Co of Milwaukee 


Rebating has been prohibited 
since 1893. 

















H. L. Pacmer, Preside1 

Northwestern commissions J. W. Sxiswmer, Secretary 
are for Northwestern Caen Stuy 
agents. GROWTH OF COMPANY. 


Best Results to Policy- Holders. Tees. Enouranes in Fores. | 
AE ilar 1865. . . . . $11,217,155 ] 
ost Attractive Policies. eee 2.8 d Fo 98,793,982 | 
Issues Partnership and Corpora- 1905 . . . . . 708,552,287 | 
tion Insurance. ‘ 
Business of 1904 largest in 


For further information or an . 
history of Company. 


Agency, address: | 
Ww > re Purely Mutual, and transacts | 

H. F. NORRIS, business only ia the | 
Superintendent of Agencies. United States. | 
















































































“FPF RAC TI Oo RN" 


From the Life Insurance Independent, New York. 








Such is the unique title of a neat little compilation of deceptive fig- 
ures arranged by that ingenious statistician, Mr. Benjamin F. Brown, 
and published by the Journal of Insurance Economics. <‘ Friction,” as 
here used, is defined as ‘‘ what it costs the company in expense and 
depreciation during a given period.” The pamphlet starts out with two 
sets of interesting ratios, covering a period of ten years. and just about 
as misleading as ratios always are. One set shows the comparative 
friction ratios, the other, ‘‘increase ratios outstanding insurance” of a 
number of companies. As the druggist, when compounding a potion con- 
taining dangerous ingredients attaches a «‘ CAUTION” to the label, so our 
conscientious statistician in this case observes the same precaution : 


** Statistics are useful only when they are intelligently handled. In the 
examination and use of the figures contained in this booklet, two consider- 
ations should always be borne in mind: 

1. That ina company having a relatively large increase of insurance in 
force the tendency is to show a high friction ratio. 

2. That the experience of the past ten years cannot invariably be 
taken as an indication of what the company may do for its policyholders 
during the next ten years.” 


No. 2 of this timely warning is correct, though somewhat mildly ex- 
pressed. It would be nearer the exact truth to omit the word ‘* invari- 
ably.” No. 1 should be amended by inserting the word ‘‘ sometimes” 
after the word ‘ is,” for the alleged tendency manifests an annoying ten- 
dency to reverse itself. For example, in the case of the Northwestern 
Mutual Life we have an ‘‘increase ratio” of 106 2, one of the highest 
seven, and a friction ratio of 15.21, one of the lowest five. On the other 
hand, the Connecticut Mutual shows a higher friction ratio, 16.15, while 
its increase ratio is next to the lowest, 6.1. One company shows a fric- 
tion ratio of 30.55, next to the highest, and at the same time, instead of 
having a high increase ratio as the caution would lead us to expect, it 
has decidedly the lowest of all, 3.3. 

In other words, the ‘‘ Caution” as a whole might well be amended 
by striking out all after the word ‘+ handled ” in the first line, and insert- 
ing the following : 

‘‘As the degree of intelligence requisite to the honest use of com- 
parative statistics implies a comprehensive knowledge of all the details of 
the business of every company — the relative number, kind and amount 
of all policies in force, the age of the same and the premium rates called 
for by them — with due consideration of the varying provisions of the 
several contracts of the different companies and a recognition of all other 
modifying conditions, with a judicial turn of mind capable of giving to 
each and every factor its due weight and force, supported meanwhile by 
a robust conscience that can be depended upon to stay right by one from 
the beginning to the end — as all this is implied in the degree of intelli- 
gence called for in the fair and honest use of these statistics, and as, 
manifestly, intelligence of this character is possessed by the agents of 
only one company, all other agents are in duty bound to refrain from 
handiing these statistics under any circumstances whatever.” 





Intelligent life insurance men who want to study “ Friction,’’ can 
procure it from the Journal of Insurance Economics, 
159 Devonshire St., Boston. 


PRICE, - - - $1.00. 
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AGENTS’ RATING BOARDS IN TENNESSEE ENCOUNTER TROUBLE. 





Insurance Commissioner Folk Forbids Local Boards from Putting Increased Rates into Effect 
—Holds Action was Taken at Request of Companies. 


When the local agents of Tennessee 
secured an amendment to the anti- 
compact law of that state before it 
was passed by the last session of the 
legislature—by which local boards 
were permitted to promulgate rating 
schedules, make inspections and sug- 
gest rates, without imposing penalties 
for violation of the same—it was sup- 
posed that a method had been provided 
by which the situation could be 
handled and a needed advance in rates 
made. 

The first attempt, however, to exer- 
cise jurisdiction under the plan thus 
provided has met with a setback and 
Commissioner Folk, acting under ad- 
vice of the attorney-general, has for- 
bidden the Nashville Board from 
promulgating advanced rates of 25 
per cent. in that city, the attorney- 
general holding that it is in violation 
of the anti-trust law. 

The Tennessee anti-compact law 
was passed as the result of the special 
legislative investigation, or rather in 
spite of the results of such an investi- 
gation, for the committee, in its re- 
port, set forth facts and made recom- 
mendations which were clearly not 
acceptable to the present legislature. 

The investigation grew out of the 
fact that the Western Union had de- 
termined to advance rates in Tennes- 
see on account of the bad fire record. 
Insurance Commissioner Folk per- 
suaded the companies not to take this 
action pending the special investiga- 
tion by a commitee of the legislature. 
The action was therefore deferred and 
the investigating committee ap- 
pointed. It went into the situation 


very thoroughly, an account of its 
work being set forth in the April 


number of this magazine. 
Asa result it stated in its findings 


that business as a whole had not been 
profitable to the companies. On the 
matter of rating if recommended that 
the companies should be permitted to 
prepare rate schedules, classify fire 
experience and make inspections, but 
should not be allowed to penalize for 
deviations from the rates recom- 
mended. This recommendation, how- 
ever,seemed to have no influence with 
the legislature which substituted the 
usual anti-compact bill prohibiting 
rate agreements of any kind. Before 
final passage, however, through the 
activity of local agents, the bill was 
amended as follows: 


That this act shall not be so construed as to 
prohibit the formation of associations of local 
fire insurance agents in any city, town or county 
in this state for the purpose of minimizing 
expenses by the employment of joint inspectors 
or experts for preparing rating schedules and 
designating improvements with a view to the 
reduction of the cost of insurance, provided that 
all rates which may be suggested through such 
associations shall be advisory only and not bind- 
ing on any member thereof. 

Acting, as they presumed, within 
the scope of the law, the Nashville 
agents’ board advanced rates under 
their schedules to go into effect Au- 
gust 1, but much to their surprise 
Commissioner Folk directed the board 
not to put these new rates into effect. 
In explanation of his action he says: 

I submitted the proposed increase in rates to 
the attorney-general, and was advised by him 
that it was plainly in violation of the new anti- 
compact law of the state. While it is true that 


that law permits local boards to regulate rates, 
this change was really made by the companies, 
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not by the local board. Their committee was 
in Nashville and instructed the board as to 
what increase should be made. The fact that the 
board carried out their orders is a subterfuge. 
Individually any company can do as it pleases 
about rates in Tennessee, but they cannot act as 
an organization. The fact is that the Western 
Union is dead in Tennessee. 


Relative to Mr. Folk’s suggestion 
that the advance was really made by 
the Western Union and not by the 
local board, we recall this comment 
made in the Weekly Underwriter 
upon the new Tennessee law at the 
time it was passed: 

If opposition to rate making by agents is the 
settled policy of the companies, it looks as if 
they were caught napping in Tennessee. The 
effect of the law otherwise is to oust the juris- 
diction of the Kentucky and Tennessee board of 
underwriters in the state. That the companies 
will ultimately have their own way in the fixing 
of prices of their goods cannot be doubted. 

This, of course, is true. The com- 
panies must almost inevitably be the 
initiating power in the making of rates. 
It cannot well be otherwise. Rarely, 
if ever, have localagents, acting upon 
their own initiative, collected rate 
advances. 

Commissioner Folk’s action in the 
first instance, when he persuaded the 
companies not to apply the advances 
in the rates, and his action at this 
time in the same direction, clearly in- 
dicates his purpose to use all the ma- 
chinery of the government to prevent 
the companies from collecting ad- 
vanced premiums in that state. 
Whereas he formerly had only moral 
force and the power of his office to 
prevent these rate advances, he now 
has what he claims to be the backing 
of the law. 

The issue therefore between the 
companies and Commissioner Folk is 
clearly defined. So far as the power 
of the agents under the anti-compact 
law is concerned, we cannot see what 
there is to prevent them from for- 
mulating schedules for application in 


Nashville which will produce higher . 


rates, ‘‘recommending”’ that they be 
collected by all members of the board. 
They cannot, under the law, attach 
any penalty for violation, but the 
‘‘recommendation’’ will practically 


carry all the force that is necessary 
under the circumstances. Such rates 
recommended and promulgated by 
the agents’ board will be collected by 
most of the companies and their 
agents and this will practically fix the 
price for all companies. The special 
legislative committee making the in- 
vestigation previously referred to 
found that the so-called non-union 
companies ‘‘followed the union rates.’’ 

This matter is controlled by a well- 
known economic law. The price which 
it is necessary for the majority to 
charge in order to do business profit- 
ably will be the rate which all compa- 
nies will collect upon the general 
range of their business. There may 
be variations to this rule, but it is not 
frequent. 

Commissioner Folk says that the 
Nashville Board cannot promulgate 
or recommend rates at the suggestion 
of the companies. But if an action is 
legally and morally right in itself, 
how can we have concern with the 
source from which it comes? Mr. 
Folk says that the companies, acting 
individually, can collect the advance. 
If it is right for each company to do 
this for itself then it is certainly right 
for them to do it together. The act 
of harmony is not morally wrong, and 
itis not legally wrong in Tennessee so 
long as the rates agreed upon are 
promulgated by a board of local agents 
and no penalty is attached for their 
violation. 

The companies and their agents 
would certainly be justified in contest- 
ing for their well defined rights along 
these lines in Tennessee. Mr. Folk’s 
recommendation of individual action, 
if seriously made, leads us to suggest 
that it would be practically impossible 
for any company on any question of 
any moment in fire insurance to take 
individual action without advising 
with others or knowing in advance 
that the action would receive consider- 
able approval and support from other 
companies. The plan of association, 
of co-operation, has become so firmly 
fixed as opposed to the rule of compe- 
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tition, that it is quite absurd to sug- 
gest a return to that individual action 
which characterized the competitive 
era. 

But the companies, as well as state 
legislatures, are to blame for these 
anomalous conditions. The rates 
which they have agreed upon have 
often been arbitrary and more often 
they have been unequal; that is to 
say, some classes of risks have paid 
more in premium than the loss ex- 
perience warrants, while others have 
paid less. It has been within the 
power of the companies to at least 
modify, if not entirely change this 
situation, but they have failed to rise 
to their opportunity. 

Hence there has been interference 
by the legislature which, because of 
its extremity, has not resulted in 
benefit to the insuring public. Rates 
in anti-compact states are higher than 
in states where no such laws exist. 
The more drastic the legislation the 
worse the situation for the insuring 
public. Restrictive legislation does 
not create but ‘‘restricts’’ competition. 
It encourages consolidation and makes 


it more important for the companies 
to “hang together lest they hang 
separately.’’ 

The Tennessee law permitting agents 
to organize local boards for inspection 
purposes, to formulate schedules and 
issue advisory rates is certainly a 
much better law than that which the 
legislature proposed to adopt before 
this amendment was secured. It ap- 
pears, however, to be the purpose of 
Commissioner Folk and other govern- 
ment state officials to prevent action 
under the amendment, and by drastic 
interpretation to enforce a closer 
affiliation of companies than would be 
possible under any other circum- 
stances. 

The most drastic anti-compact law 
ever passed, that of Arkansas, caused 
a united action on the part of compa- 
nies doing business in that state al- 
most unparalelled in the history of 
fire insurance. Instead of causing 
the companies to compete with each 
other for business it caused them to 
act practically as one man in with- 
drawing and contesting for their 
rights before the courts. 





ARKANSAS SUPREME COURT UPHOLDS ANTI-COMPACT LAW. 








Interprets Ambiguous Statute to Exclude Companies Belonging to Outside Rating Associations — 
Minority Attacks the Decision on the Ground of Political Influence. 








The supreme court of Arkansas has, 
on appeal, sustained the constitution- 
ality of the recent anti-compact law 
passed in January, 1905. It will be 
recalled that in March, 1899, the legis- 
lature passed what was known as the 
‘‘Rector anti-trust act,’’ the intended 
scope of which was the same as the 
present law. That law was declared 
unconstitutional by the supreme 
court. The law of January, 1905, was 
passed as a substitute for this law and 
was intended to overcome the con- 
stitutional objections set forth by the 
supreme court. That. it was effective 
in this purpose is demonstrated by 
the present decision of the supreme 
court sustaining the new law. 

The issue rested upon the so-called 


“‘extra-territorial’’ feature of the law 
by which companies were prohibited 
from belonging to rating associations 
anywhere, whether they had to do 
with rates in Arkansas or not. Upon 
this issue the case was carried tefore 
the courts. The attorneys for the 
companies were confident that the 
supreme court would again declare 
this law to be unconstitutional. Much 
to their surprise the court, three to 
two, upheld the law. 

The court decided two questions: 
First, that the law intended, and by 
its terms does prohibit companies do- 
ing business in the state from belong- 
ing to rating associations anywhere 
whether they affected Arkansas rates 
or not; and second, that the act is 
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constitutional and within the powers 
of the state to enact. The court holds 
that the state has declared and posesses 
the right to declare that foreign in- 
surance corporations cannot do busi- 
ness in this state while belonging to a 
‘pool, trust, combination, conspiracy 
or federation to fix or effect insurance 
rates anywhere.”’ 

The law stipulates the terms upon 
which foreign companies can do busi- 
ness in the state, namely, furnishing 
an affidavit that they do not belong to 
rating associations anywhere. This 
requirement the court holds to be 
within the constitutional powers of 
the state. Nothing is said in the de- 
cision, however, defining or defending 
“extra territorial’ jurisdiction. Coun- 
sel for the companies claimed that it 
was not competent for Arkansas to 
pass upon acts of the companies which 
were proper and legal under the laws 
of other states and set such acts up as 
cause for exclusion from Arkansas. 

As stated, the decision of the court 
was three totwo. The minority judges 
have set forth their views. That of 
Justice Wood is most interesting, be- 
cause he criticises the majority opin- 
ion on the basis of political bias. In 
other words, he contends the law was 
not construed by the court on legal 
grounds. 

The majority of the court in sus- 
taining the law admit that it is 
ambiguous in its terms and construe 
the ‘‘intention’’ of the legislature 
from the ‘‘history of the times,’’ that 
is to say, the public events preceding 
the enactment of the law. They set 
forth their position on this point as 
follows: 

The Majority Opinion. 

If the act itself was clearly and properly drawn 
and free of obscurity and ambiguity this case 
would not, in all probability, be here, or if per- 
chance it were the work of the court would have 
been easily and speedily done, for it is elemental 
that the act itself furnishes its construction ; or 
when it is plain there is nothing to construe. 

To ascertain the legislative intention the courts 
must look to public events which are sufficiently 


notorious to be known to all men of reasonable 
information; to public documents, executive 


messages, proclamations and recommendations; 


to the legislative proceedings and journals, but 
not to individual views, votes or speeches of 
legislators; to the result of elections and _politi- 
cal issues therein determined; to a well defined 
and crystalized public sentiment when so noto- 
rious as to be part of the well-known events of 
the day. In short, the courts may,and when the 
statute is not clear must, take cognizance of the 
trend of public events which make the “history 
of the times” in so far as the same touches or 
furnishes the moving cause for the statute under 
review. 

Turning, then, under the requirement of the 
law, to the “ history of the times” derived from 
the sources mentioned, these facts throw light on 
the act: 

When the Rector act was before the court in 
Lancashire Insurance Company vs. State, the 
court thus stated the contentions of the respec- 
tive parties: ‘‘The attorney-general contends 
that no insurance company, while a member of a 
trust or combination to fix rates in any part of 
the world, can do business here without becom- 
ing liable to a penalty under our statute. The de- 
fendant, on the other hand, denies that the lan- 
guage of the statute in question carries the 
meaning contended for the attorney-general, and 
the question before us has reference, not to the 
power of the legislature, for that is conceded,but 
to the proper construction and meaning of the 
statute.” The court then fully discussed the 
contentions and the act, and reached this con- 
clusion: ‘Our conclusion is that this statute 
does not apply to pools or combinations formed 
outside of this state, and not intended to affect, 
and which do not affect, persons, property or 
prices of insurance in this state. In other words, 
we are of the opinion that the legislature by this 
act did not intend to prohibit or punish acts 
done or agreements made in foreign countries 
by corporations doing business here when such 
acts or agreeements have reference only to per- 
sons, property or prices in such foreign coun- 
tries.” 

When the court failed to construe the Rector 
act as contended for by the attorney-general, he 
dismissed all prosecutions which had been in- 
stituted under it, and the act has since then been 
but an incumbrance on the statute book. The 
next general assembly following this decision,that 
of 1901, had before it a bill called the ‘* King Bill” 
which was generally supposed to embody into 
law the views pressed upon the court by the state 
in the Lancashire case. This bill was defeated 
in 1901 and again in 1903. In 1904 the dominant 
political party in this state, through its party 
platform,demanded of the next general assembly 
the passage of the King bill, and of the purpose 
of said bill said: ‘‘ Whereby all foreign cor- 
porations shall be prevented from doing bust- 
ness in this state if they are members of any 
trust, pool, combination or conspiracy against 
trade, whether such trust, pool, combination 
or conspiracy affects or is intended to affect 
prices or rates in Arkansas or not.” 

The general assembly elected in 1904, com- 
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posed almost entirely of members of the political 
party whose platform is quoted, with remark- 
able unanimity and rapidity passed the King bill 
which had been rejected by the two preceding 
general assemblies, and in less than a fortnight 
of its organization it was approved, and it is the 
statute now at bar. Reaching back to the con- 
struction sought by the state in the Lancashire 
case, an act is now before the court supposed to 
embody that theory, demanded by the dominant 
party as containing it, and speedily passed by 
the general assembly elected on the platform de- 
manding it. These facts render the conclusion 
irresistible that the general assembly intended to 
render unlawful! the doing of business in this 
state by any corporation when such corporation 
belonged to any trust to fix prices anywhere 
when it passed this act. Whether the moving 
cause for this demand was wise or foolish, 
whether the act will promote the general welfare 
or bring wreck and disaster in its enforcement, 
are questions with which the court cannot deal. 
These questions are addressed tothe other de- 
partments of the government, and when the in- 
tention of the lawmakers is discovered either in 
the language employed or from the language 
aided by a search into the intention of the history 
of events, the duty of the court is plain. 

When this history is considered in connection 
with the language used in the act, then the 
ambiguity, uncertainty and obscurity resulting 
from the confused terms of the statute is cleared 
away and the construction heretofore indicated 
made certain to be the construction intended, 
and such construction is comfortable to the 
language employed and not in violence to any 
part of it. It being plain that the general 
assembly intended by this aet to subject to the 
penalty of it any foreign corporation doing busi- 
ness in this state while a member of a trust 
formed to fix prices anywhere, it remains to 
consider the constitutionality of it. 


In reply to this interesting conten- 
tion Judge Wood has this to say: 


Position of Justice Wood. 

Nowhere in this act has the legislature made 
the mere innocent act of doing business in this 
state, without references to prices fixed by a 
trust, a crime. They have not made it unlawful 
for foreign corporations, who are in a trust here 
or elsewhere, to do business in this state, pro- 
vided such business has no connection with a 
trust or trust prices. They have nowhere pro- 
hibited such innocent acts of doing business. 
Until this is done, it is palpably wrong for the 
courts to invoke the aid of the “ history of the 
times,” or the mandates or political platforms or 
executive messages, or any other extraneous 
matters, to ascertain the intent of the legislature. 
No rules of construction are better settled than 
that erimes will not be created by intendment or 
implication, and that penal statutes must be 
strictly construed. 

I submit that no consideration whatever should 
be given to the demands of a partisan organiza- 


tion in arriving at the proper meaning of this 
act, especially when that convention approved 
the King bill exactly in the words as written to 
carry out its expressed purpose. To follow such 
a recommendation as that would be for the court 
to yield the authority vested in it by the consti- 
tution and the law, to the behests of a political 
convention. 

But if matters extraneous to the language of 
the act itself and outside history must be looked 
to then I protest that it would be more in keep- 
ing with the dignity, authority and independ- 
ence of this court, and less derogatory to the 
legislature, to say that having the decision of 
this court before them, construing the former 
law, they were guided and controlled by the 
principles and rules therein announced, rather 
than by the demands of any party platform, or 
any executive message. For if not, we must 
impeach them either for imbecility of mind or 
worse. 

If, as the majority intimates, this legislation in 
the unconstitutional and therefore vicious form 
upheld by this court is in response to demands 
of the dominant political party in this state, as 
evidenced by the “remarkable unanimity and 
rapidity” with which it was passed by the 
legislature, ‘* elected on the platform demanding 
it,” then I feel constrained to say that this is 
all the greater reason why this court should 
observe those time-honored rules of construction 
which have been formulated by the ministers of 
justiee through all ages,and are found to be 
wise and useful canons at all times, for the 
preservation of the sacred rights of personal 
liberty and property and especially useful in 
times of great political excitement and craze in 
saving the people themselves from the evil re- 
rults of their own ignorance or folly, and oft- 
times from the wicked designs of selfish and up- 
scrupulous politicians. 

This certainly is a severe arraign- 
ment of the influences under which 
the majority opinion was rendered 
and brings into sharp relief the two 
methods by which court opinions are 
influenced—on the one hand by strict 
construction, tradition and legal pre- 
cedent, on the other hand, by the 
shifting of public opinion and thought 
and by changed construction to meet 
changing conditions. 

The minority opinion pleases us best 
because it shows how useful this 
method of thought may be in periods 
of great political excitement and pre- 
judice such as existed in Arkansas at 
the time of the passage of the act in- 
volved. At the same time we admit 
frankly that we should not wish to 
have the ‘‘traditional’’ method of 
legal procedure prevail in all cases. 
We believe that it would often inter- 
fere with progress, and really, if it 
were the intention of the majority of 
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the people of Arkansas and of the ma- 
jority of the legislature of that state 
to pass an “extra territorial’? law, 
why should not the supreme court ac- 
cept that intention as the intent of the 
law whether the phraseology was clear 
or not? 

The difficulty here is of course that 
the ‘‘intention’’ of the people may 
change and itis not impossible that 
today the majority of the people 
in Arkansas and the majority of 
the legislature do not want the 
law construed as ‘‘extra-territorial.’’ 
The court, however, does not con- 
sider public opinion as it exists. to 
day but 4s it existed up to the time of 
the passage of the law. If the inten- 
tion of the people and legislature has 
changed in the meantime then the 
minority opinion is the one which 
should really prevail in the interests 
of the people, and Justice Wood’s 
method of reasoning would prove to 
be the wisest and best. 

Justice Wood also says that the act 
as interpreted is unconstitutional, but 
perhaps of more significance than 
anything else in his view that the 
construction of the law by the ma- 
jority will ‘‘tend to build up and fos- 
ter the most gigantic and oppressive 
of trusts by preventing free com- 
petition, the very thing which wise 
anti-trust laws are enacted to en- 
courage.’’ He says that this contruc- 
tion will undoubtedly drive nearly all 
the old line fire insuran’e companies 
from the state and will huve the effect 
of raising instead of lowering the price 
of insurance. 


EASTERN ADJUSTMENT BUREAU. 

Through the initiative of the vice-president of 
the Providence Washington Insurance Com- 
pany, C. D. Dunlop, a movement has been 
started to organize co-operative adjustments in 
the eastern field. Ata well attended meeting of 
company officials in New York initial steps were 
taken to formulate a bureau for the ‘‘ equitable 
and economic adjustment of losses.” A com- 
mittee of seven was appointed to consider the 
proposition and draft a form of agreement cre- 
ating such a bureau. The territory it is sup- 
posed to cover would embrace eastern states 
outside of New England and south of New York 
City, it being considered desirable evidently not 
to interfere for the present with the system of 
adjusting losses by exchange committees now in 
vogue in New England. In New York City 
this question is already handled by a special 
committee of the Board of Fire Underwriters. 

The suggested method of organizing the bureau 
is along the lines of the Western Adjustment 
Company which involves the formation of a 
stock company, the stock to be taken and dis- 





tributed among all companies desiring to take 
shares. It is proposed to manage the bureau by 
a board of officers selected from different com- 
panies holding stock who in turn would employ 
& general manager having charge of details, 
among them being the employment of competent 
adjusters located at central points. It is pro- 
posed to adjust losses for all companies inter- 
ested on the loss, whether members of the bureau 
or not, provided outside companies desire to 
have their adjustment so made, the expense 
being prorated among all the companies inter- 
ested, whether members or non-members. Mem- 
bers of the bureau will not be obliged to give all 
their adjustments in any given locality to the 
bureau, but may follow their own desires in the 
matter. 

It is probable that the bureau when formed 
will have headquarters in New York City with 
branch offices in Philadelphia, Pittsburg, Buffalo 
and other large cities, although the united adjust- 
ment idea recently received a serious setback in 
Philadelphia, due no doubt to the local causes, 
the larger idea has received support enough at 
the start to warrant the belief that it will soon 
be successfully put into operation. 

The plan should, as it seems to us, receive the 
co-operation of all who are intelligently interested 
in the progress and future success of fire insur- 
ance, whether they be agents, company officials, 
field men or adjusters. It means, of course, dis- 
placement and shifting and a new localization of 
interests, but the proposition itself is funda- 
mentally sound and when put into effect cannot 
fail to promote in the long run the legitimate 
interests of all. 





LARGE CITY FIREPROOF BUILDINGS. 


Manager Hess of the New York Fire Insur- 
ance Exchange has recently collected informa- 
tion regarding the number of fireproof buildings 
in the leading cities of the country. The results 
show as follows: 


Boston -coccccccccccce cece ccccce soccce 265 
Buffalo . ccccce coccce cocccs cocces coccce 86 
CRICKRO «occcecsseve séccese0ce cocscces 298 
Cincinnati ccccce coeces coccce cosccecoce 51 
Cleveland wccces soccce cocccs sovces cece 48 
Detroit . coccce coccce covces socces coccee 8 
Indianapolis ..ccce cccccecccces socsccce 19 
Louisville .cccce cocces soccce cocces see 14 
Milwaukee .cccce coccce coccce coves cece 32 
Montreal. . ccccce socccs cocccs coccce cece 35 
Newaltk .cccece ccccces cocccs ccbcce coccces 45 
New York City (Brooklyn, etc.)...... 1,530 
New Orleans.cocce cocccccccccves coccce 10 
Philadelphia .02ceseccccces coccce coccce 166 
Pitteburg . .cccceccccce cocccevccecccece 100 
Providende . coe cocces voccce coccccccce 23 
Rochester coccos coccce cccces cocccscoce 46 
San Francisco. oo oc csccce coccce coccce 40 
St. LOUIS .cccce coccce coccce cocces coccce 190 
SYTACUSE ..crccces socccs cocces vocceces 6 
TOTrOntO wcccce voccce cocccccescccce secs 17 

Total .cccceeccccce cocces soccee sees 3,020 
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MORE PUBLICITY IN FIRE INSURANCE BUSINESS DEMANDED. 





M. H. Boutelle Sets Forth His Ideas Before the Minnesota Association of Local Fire 
Insurance Agents. 





One of the most remarkable fea- 
tures that confronts the casual ob- 
server of the great field of insurance 
today, is the more or less general un- 
popularity accorded the department of 
fire insurance by the general public, 
by state governments and by the 
courts. The sentiment that this branch 
of insurance is a necessity; to be ac- 
cepted because practically unavoid- 
able, and to be received and treated 
in its relations with the general pub- 
lic, as an institution, striving at all 
times, for an advantage, technical or 
otherwise, to relieve itself from obli- 
gations regularly assumed, has been 
permitted to be fostered all too long 
in the public mind. 

It is equally astonishing that up to 
a comparatively recent period, the 
other great department of insurance, 
viz: life, has enjoyed for the most part 
a reception in marked contrast, in 
fact, almost the reverse, and has been 
received by the public with open arms 
as a benefaction of modern civiliza- 
tion. 

Certain of the causes which have 
tended to produce these results are 
not difficult of ascertainment on a 
moment’s reflection of the inherent 
and fundamental differences between 
these two lines. With these, however, 
we need not concern ourselves, as the 
conditions are suggestive of other fea- 
tures of vastly more importance to 
the fire insurance fraternity. 

For years, the legislatures of our 
states have relentlessly followed the 
conduct of fire insurance in all its 
various branches and departments. 

In the race of hostility, the courts 
have at all times been a close second, 
and under the guise of what has been 
termed ‘‘construction and interpreta- 
tion,’’ and by the building up and ex- 
tension of the doctrine of ‘‘waiver,’’ 
an insurance contract has reached a 


point where it might almost be said 
that in the absence of an introduction, 
it would not recognize itself. The 
legislatures have prescribed and the 
courts have sustained the constitu- 
tional power of prescribing what are 
termed standard forms of policies, 
varying in important and material as- 
pects in different jurisdictions. These 
contracts are now, as it were, matter 
of public law. Their adoption has 
presupposed the approval of their 
provisions and notwithstanding we 
find in some jurisdictions, courts ap- 
plying to their construction and in- 
terpretation, the old rule most favor- 
able to the assured which proceeded 
and was evolved from the theory that 
the form of contract being within the 
control of the insurer, it would be 
construed most strongly against 
him. 

With the further view of emphasiz- 
ing public control and of curtailing 
the freedom of operation, we find the 
creation of the ‘“‘Insurance Depart- 
ment’? in many states, which unfor- 
tunately in too many instances, par- 
takes far more of the political than 
the practical side of insurance. 

A consideration of the variety of 
forms in which hostility and dis- 
crimination have manifested them- 
selves, would extend this paper be- 
yond any legitimate limits. Every 
successive legislative session bears in 
its train some form of enactment in- 
dicative of their presence. The cur- 
rent reports of the proceedings of the 
courts as they are published from time 
to time, bear irrefutable evidence 
thereof, and of their effect upon this 
department of our governmental sys- 
tem which is assumed to be immune 
to such conditions. 

During the early stages of the prog- 
ress of a recent case, a judge of the 
United States court before whom the 
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cause was on trial, said to me in a 
casual conversation, in substance: 

“The difficulty, Mr. Boutelle, with 
your defense is that every man in the 
jury box is prejudiced against you at 
the outset and feels that the company 
ought to be forced to pay. In fact,’’ he 
continued, ‘‘I confess to the same feel- 
ing myself.’’ This expression was and 
was intended to be purely personal 
and non-judicial, and its very candor 
was in and of itself the best assurance 
we could have had of complete judicial 
impartiality and fairness during the 
progress of the case. 

One of the most recent evidences of 
this sentiment in which both the leg- 
islature and court played their respec- 
tive parts, occurred in the state of 
Arkansas. On Jan. 23, 1905, the legis- 
lature of that state passed an act in 
substance, prohibiting any foreign in- 
surance company from doing business 
in that state if it were connected 
therein or in any other state with any 
organization maintained for establish- 
ing rates of insurance. The act pre- 
scribed penalties by way of forfeiture 
of license and fine for each day during 
which a concern of the character in- 
dicated engaged in business in the 
state. A test case was made in which 
it appeared that the defendant com- 
pany was a party to an organization 
of the character indicated, outside; 
but was not and never had been a 
party to any such organization within 
the state of Arkansas. Notwithstand- 
ing, the law was held constitutional 
by the court by a vote of three to two 
and the penalty enforced in the trial 
court, sustained. 

These conditions are in a general 
way matter of every day knowledge 
and the important questions confront- 
ing the practical insurance man are 
resolved upon correctly ascertaining 
the causes and finding a remedy which 
will prove effectual. If I were called 
upon to define these causes, I should 
unhesitatingly rest my answer in the 
statemens that they were merely the 
refiections of that public sentiment to 
which reference has been made, hav- 


ing its origin amongst the great mass 
of unthinking as contradistinguished 
from the more limited and conserva- 
tive members of the body politic. Ina 
word, they are the necessary and in- 
evitable consequences of a prejudice 
which has been permitted to ke fos- 
tered in the public mind by the failure 
of organized or concerted effort to 
meet and offset its growth. 

It is frequently asserted an all suffi- 
cient remedy will be realized in the 
ultimate assumption of control of in- 
surance by the Federal government. 
The suggestion is interesting in its 
theoretical aspect. There is, however, 
no present constitutional power under 
which the central government could 
assume the control indicated. Insur- 
ance is not interstate commerce. The 
requirement of a constitutional amend- 
ent is therefore the first requisite to 
any relief of this character. The far 
reaching possibilities of a change so 
fundamental in its business character, 
immediately suggests the practical 
difficulty and excludes this method as 
one giving promise of ultimate realiza- 
tion. 

Uniformity of legislation in respect 
to the forms of policy contract has 
been suggested. Codification of uni- 
form insurance laws has also been 
proposed. The difficulty with all these 
proposed remedies is the same. Inter- 
esting as they may be from a theoreti- 
cal standpoint, they are largely im- 
practicable, at least so far as imme- 
diate conditions are concerned, and 
the ultimate possibilities of their 
realization are so remote as to remove 
them from the field of consideration. 
They may be on a par with other 
great proposed reforms, but these look 
in all reasonable probability to the far 
distant future. Weare dealing today 
with the present, and it is to the prac- 
tical rather than the purely remote 
and theoretical that our attention 
should be turned. 

The most potent panacea for the 
difficulties which confront the prac- 
tical side of insurance operations to- 
day is general, public good will. The 
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most important question which con- 
fronts the conduct of the business is a 
reversal of what may be roughly 
termed the popular prejudice. 

In the practical operation and con- 
duct of insurance, there is and has 
been a most conspicuous lack of every 
form of effort which would serve to 
mould public feeling and sentiment. 
There is probably no other great line 
of commercial enerprise in which so 
little regard has been paid to this im- 
portant feature. Public sentiment is 
a fickle mistress, frequently reached 
and turned by means appearing on 
their surface as of comparatively in- 
significant character. 

Paradoxically speaking,the business 
of fire insurance is at once more and 
less before the people than almost any 
other phase of our complex commer- 
cial system. 

For years, as an institution, it has 
permitted what are popularly assumed 
to be its demerits to be flaunted before 
the public. A contested loss on a 
single policy involving some paltry 
sum, is heralded in the public press as 
a suit brought. It is emphasized by 
the announcement of cases on trial,and 
finally re-emphasized in the announce- 
ment of the decisions of the courts of 
last resort. 

This is the phase of insurance with 
which the general public has become 
most familiar and as a result, the more 
or less popu'ar impression has been 
permitted to be fostered that the end 
and aim of the fire insurance company 
is to contest liability and escape where 
possible, on technical grounds. 

It is safe to assert that in no other 
line of commercial business as actually 
and practically conducted today, would 
such an impression be allowed to gain 
headway. Its presence would cal! for 
immediate and concerted action with 
a view to correcting the false impres- 
sion and offsetting the conditions 
which must inevitably follow. 

As respects the variety of efforts by 
which the merits of an institution 
may be placed before the public, we 
have needs to go no further than 


those which have been employed in 
the practical conduct of the allied 
branch of life insurance. No means 
which ingenuity could suggest have 
been lost sight of tending to produce 
a favorable impression with the gen- 
eral public. 

Fire insurance, on the contrary, as 
actually conducted, has followed its 
own independent and conservative 
lines. It has set itself apart, as it 
were, from the general public. It has 
permitted false impressions to be con- 
veyed through innumerable chan- 
nels. When hostile sentiment has been 
fomented, the insurance fraternity 
manifests surprise that that sentiment 
should crystalize and manifest itself 
in adverse legislation and other ways 
too numerous to mention. 

Even amongst the portion of the 
community which is brought into ac- 
tual contact with its operations, there 
is probably not one man in a hundred 
who even knows the names of the 
companies in which his property is 
insured. He relies on the agent to 
place the risk in what we have come 
to term ‘‘responsible companies,’’ and 
to renew it at its expiration. 

What fire insurance most needs to- 
day is publicity,and that of a different 
character from what it has received 
in the past. It needs to be brought 
into touch with the people. It needs 
to have its merits in practical opera- 
tion, brought before the public eye. It 
needs the dissemination of information 
with respect to those features which a 
thoughtless public overlooks unless 
placed before it in succinct form. 

I do not mean by these comments to 
suggest that fire insurance should en- 
ter into competition with patent med- 
icines in the field of advertising. I 
do mean that legitimate advertising 
is today one of the most potent meth- 
ods of reaching and moulding public 
sentiment. I mean further that in this 
era of reaching the public through the 
columns of the press and periodicals, 
and while the muchinations in vari- 
ous forms of business are being ex- 
posed, a judicious reference to what 
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has been and is being accomplished in 
the field of fire insurance, bringing 
into bold relief the contrast in the ac- 
tual methods employed in this as con- 
tradistinguished from some other al- 
lied lines of commercial enterprise, 
would be productive of no end of good. 
I mean further that the effort in this 
regard should proceed along intelli- 
gent lines with the forethought and 
discrimination which is almost uni- 
formly employed in other branches 
and departments of business which 
have successfully carried on cam- 
paigns of this character. Statistical 
annual reports are not worth the ink 
to transfer them from type to paper 
in the respect referred to. 

Following the same lines, every 
agent of every responsible and con- 
servative company can accomplish no 
end of good by making it his business 
that information shall be distributed 
to at least every patron of his office, 
showing the losses actually adjusted 
and throwing out in marked contrast 
and bold relief, the comparative in- 
significance of contested cases. Once 
the general public has been brought 
to a true appreciation of facts and 
conditions as they exist, the sentiments 
of hostility will disappear and give 
place to a general confidence in the in- 
tegrity of purpose underlying the con- 
duct of this great department of com- 
mercial enterprise. 

The public, however, will not come 
to you. You must gotoit. It cares 
naught for the technical features, but 
is interested and receptive of the 
broad, general principles underlying 
the business, and more than all, in the 
results of its actual and practical con- 
duct. In the past, fire insurance as an 
institution, in that spirit of conser- 
vatism which has characterized its 
efforts, has waited for the general 
public to come toit. The public has 
come with a club. As a result, this 
enterprise is paying as a tribute for 
its indifference, hundreds of thou- 
sands and perhaps millions of dollars 
annually. If it were no more than an 
experiment, the prospect of a saving 


might at least justify the speculation 
ofa paltry sum required for the actual 
distribution of legitimate and favor- 
able information. 

The time is ripe in my opinion now, 
to undertake work of this character. 
The business of insurance has reaped 
its share of the general hostility 
against corporations. This feeling is 
largely discounted today, in the pres- 
ence of what is conceived to be the 
great and growing evil of aggregations 
of corporations, popularly character- 
ized as trusts. In the presence of this 
greater evil, the individual and inde- 
pendent corporation is largely lost 
sight of as an institution of inimical 
character. Again, the conditions 
which have discredited the other 
great department of insurance cannot 
fail to impress the general public by 
favorable contrasts. Past discrimina- 
tions justify fire insurance in availing 
itself of every benefit which may be 
derived wherever and whenever any 
feature of the business becomes matter 
of public consideration. 

For the last twenty-five years in this 
country, we have proceded on the 
assumption of settled and established 
business principles, to question which 
partook of commercial sacrilege. Not- 
withstanding this boasted assumption 
of permanency, we stand today as a 
commercial body politic on the verge 
of an upheaval,the possibilities where- 
of are almost beyond comprehension. 
Principles conceived to be fundamen- 
talare today made the subject of an 
attack as subversive of public or pri- 
vate rights. It is sometimes healthy 
to pause in the consideration of de- 
tails of a great and complex system 
and return to the homely common- 
place of simple and underlying prin- 
ciples. 

Our brothers in the medical frater- 
nity inform us that a correct diagnosis 
is the first essential in the treatment 
of disease. Temporary alleviation 
may be found by a variety of meth- 
ods, but the cure must search out the 
root of the evil and address itself to 
that if it would be possessed of per- 
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manent efficacy. I have diagnosed 
the disease suggested in this paper, as 
public sentiment. If my diagnosis in 
this regard is correct, I would apply 
the same remedies that are applied in 
business and politics alike, where the 
ultimate object is to reach and mold 
that sentiment. 

The insurance of today is in the 
hands of and conducted by those 
powerful organizations of whom you, 
gentlemen, are the representatives. A 
corporation is a legal abstraction. It 
speaks and acts only through the per- 
sonnel of its representatives and is 
characterized in its reception by the 
public by those representatives. 

In addressing this paper to you, I 
have had in mind somewhat of the 
practical characteristics of this busi- 
ness which pictures itself in my mind’s 
eye as a great structure, of which you 
are both the architects and builders. 
Its fortunes are in your hands and to 
your efforts and yours alone its ulti- 


mate success must be attributed. You 
are the ones who meet the public and 
in the work which I have suggested, 
you are the ones who can and will, I 
believe, be able to mold the sentiment 
of that public. If you shall accomplish 
this, you will have performed a task, 
the benefits whereof, to the business 
in its entirety, will perhaps surpass 
anything within the reach of your 
efforts. 

I refer to these matters not as ab- 
stractions or theories, but as practical 
matters of every day concern. They 
are possible of accomplishment by 
united and intelligent effort. When 
the public understand you as you un- 
derstand the public, a large measure 
of the injustice and discrimination 
will be at an end, and your business 
and contracts will receive the same 
impartial consideration at the hands 
of the public in all its departments 
that is accorded other business in 
general. 








REVISION OF WESTERN UNION RULES DECIDED UPON. 








In the June number we commented 
upon the fact that the Western Union 
was distinctively an organization of 
rules and regulations, in consequence 
of which it had lost much of its force 
and value to insurance interests. We 
find this view reiterated in an article 
in the Insurance Post of Chicago, 
a publication not in any sense pre- 
judiced against the Western Union, 
but on the contrary, always a warm 
supporter of that organization. We 
quote: 

How shall co-operative agreements or under- 
standings in underwriting be maintained? Shall 
there be hard and fast rules, enforced by obliga- 
tions and fines, or mere gentlemen’s agreements 
to abide by certain principles which have been 
mutually decided upon as necessary for the good 
of the business? 

The trend of underwriting opinion is shown 
by the fact that there is a strong element in the 
Western Union which favors the elimination of 
the majority of its rules. Prominent members 
of the Union say that they are in favor of doing 
away with the great mass of rules which are 
evaded whenever possible or desirable, and are 


a constant source of trouble and irritation, keep- 
ing only those upon which there is such general 
agreement that the principles would be lived up 
to, whether there were rules enforcing them or 
not. 

The Union has had too many rules. It has 
been too fond of legislation. Managers and 
eommittees have secured the enactment of laws 
which seemed all well enough in the convention 
hall, but which turned out to be galling or even 
impossible when subjected to the test of actual 
underwriting conditions. Many managers com- 
plain that the rule-makers of the Union have 
sought to cover every possible underwriting sit- 
uation or emergency, reducing the business to a 
matter of laborious compliance with specified 
forms and methods, and taking away from the 
underwriter all power of judgment and decision. 

Many underwriters are coming around to the 
principle underlying the adage that “ the nation 
is governed best that is governed least.” Men 
cannot be made good by law, and underwriters 
cannot be kept in line against their will by rules. 
The mere fact that there is a rule tempts many 
men to break it. 

Take the Western Union, for example. It is 
one extreme in underwriting organizations. It 
is an association of mysterious secrecy, holding 
star-chamber sessions, the members communicat- 
ing with each other by numbers, and enforcing 
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its numerous rules by heavy fines and expulsion 
which of itself involves the disruption of a valua- 
ble agency organization, through the operation 
of the separation system. 

And yet it enrolls much less than half of the 
companies engaged in its line, many of its rules 
are more honored in the breach than in the 
observance, it gets more brick-bats than boquets 
from the agents, and its operations are now 
barred by law in a large proportion of the states 
in its field. While it stands for much that is 
good and vital to sound underwriting, it stands 
also for much that is regarded as undue encroach- 
ment upon the rights of the individual under- 
writer, and on many points a meager degree of 
co-operation is secured only by an undue amount 
of espionage and threats. 

One member has quit within a few months, 
in spite of the cost, which has been great, and 
there are others that would follow suit if they 
dared, and are watching with close interest the 
experience of this first recent deserter. 


Coincident with the opinion ex- 
pressed by this Journal and by the 
Insurance Post we find the an- 
nounced appointment of a committee 
of managers to ‘‘revise’’ Union rules. 
The purpose of that committee is to 


carefully review the existing rules of 
the organization and recommend to 
the Union at its next meeting a cut- 
ting out of dead wood and a remodel- 
ing which will make all the rules plain 
and workable. 

Whether the work of this commit- 
tee be extended in its scope or not, its 
appointment is an augury at least of a 
change in sentiment relative to the 
organization, and a purpose to se- 
riously consider a remedy of defects 
which have long been patent. Prac- 
tical experience in organization work 
under modern conditions tends to con- 
firm the opinion that the most will be 
accomplished where the least is sought 
in the form of legislation. Effective 
working principles are more to be de- 
sired than multitudinous rules and 
regulations, which, through lack of 
enforcement, come into disrepute and 
tend to neutralize the really good and 
efficient work in which the organiza- 
tion may properly engage. 





INCREASED INFLUENCE OF THE AMERICAN AGENCY MOVEMENT. 








FROM THE ARGUS, CHICAGO. 








As each passing year brings around 
the annual meeting of the National 
Association of Local Fire Insurance 
Agents, the attention of the under- 
writers of this country is drawn 
forcibly to the many possible benefits 
which may come through the com- 
bined efforts of this organization and 
the companies. With interests which 
are practically identical it certainly 
appears to be a wise and wholesome 
business policy for both company and 
agent to reason together. From its 
past action and according to the plans 
mapped out for the future the local 
agents’ association stands on a broad 
platform. 

It cannot be denied that there are 
many petty differences between agents 
and companies, some of which may 
develop into festering sores involving 
the whole fabric of the business. The 
officers and managers of fire insurance 
companies as a rule are men who 


have had experience in local agency 
work, and from this fact it is safe to 
assume that all just grievances of the 
local agent will receive fair and im- 
partial consideration when brought 
to their attention. While, on the other 
hand, the agents, individually, are 
not able to exert any great influence 
in the correction of evil practices, an 
organization wisely and conserva- 
tively controlled is reasonably sup- 
posed to act fairly and honestly in at- 
tempting to eliminate the difference 
between agents and companies. Here 
we have in juxtaposition the two 
great propelling forces of the fire in- 
surance business—the officers and 
managers, representing the stockhold- 
ers, and the National Association of 
Local Agents,representing the agents. 

Heretofore the local agents’ body 
has nover asked nor demanded a sin- 
gle reform which was not advantage- 
ous alike to both companies and 
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agents. The first great principle ad- 
vocated in the early years of the asso- 
ciation was that of ‘‘sole agencies,’’ 
and, while the evil has not been en- 
tirely eradicated, the underlying idea 
has been indelibly impressed on the 
companies, so that multiple agencies 
are now the exception where formerly 
the contrary was true. Each succeed- 
ing year finds new problems to be 
solved, and it seems reasonably cer- 
tain that if the association continues 
along the lines laid down by its found- 
ers these questions will be decided to 
the satisfaction of all parties in inter- 
est, and that without friction or quar- 
rel. Honest differences of opinion are 
always to be expected, but through 
the agents’ organization the identity 
of the individual is amalgamated with 
that of his fellow agents; the ideas of 
the majority are concentrated so that 
the association acts for the whole 
membership, and the folly of each 


agent airing his grievance separately 
is abolished. The latter method pre- 
sents the appearance of magnifying 
trouble and is never productive of re- 
sults. 

Experience has taught the compa- 
nies that to be successful they must 
depend on an active agency force, 
and, as it is one of the axioms of busi- 
ness to judge a principle by its repre- 
sentative, for this reason, if for no 
other, the local agent should be reck- 
oned with as having a permanent in- 
terest in the company’s prosperity or 
misfortune. His just complaints may 
not appear of great proportion when 
received through a line or two injected 
into a business correspondence, but 
when intelligently considered by a 
selected committee of an organized 
body the wheat is separated from the 
chaff and what appeared to be an im- 
position on the agent may develop 
into a misunderstanding only. The 
results of organized effort, honestly 
directed, will tend to bring agent and 
company into closer relationship and 
add greatly to the dignity and honor 
of the fire insurance business. 





CONTINGENT COMMISSIONS PREDICATED ON COMMON SENSE. 








JouHN B. REEVES BEFORE THE SOUTH CAROLINA AGENTS’ ASSOCIATION. 








The topic on which I am invited to 
talk, will have a two-fold hook on 
which to hang my reflections and I 
have selected from the sacred writings 
two texts as guides which seem not in- 
appropriate: 

Thou shalt not muzzle the ox that treadeth 
out the corn. And the laborer is worthy of his 
reward.—1 Tim., V., 18. 

The disiciple is not above his master nor the 
servant above his lord.—St. Matthew, X., 14. 

The companies owe tv their agents 
what every employer owes to his 
employee—justice. If they deal justly 
no agent can reasonably expect more. 
The agency ranks have become so’ex- 
tended and so many have been 
tempted to essay the fire insurance 
business as a means of livelihood, that 
the quality and strength of the old 
time relation has been greatly diluted. 
Companies under the influence of the 
modern scramble for business and the 
high-pressure competition for bigness 
have multiplied agents to such an ex- 
tent as to have introduced many and 
varied specimens—some good, some 
indifferent, and many more or less 
ignorant of the principles of fire insur- 


ance and entirely dependent on 
printed forms and other initiative 
methods for their guidance. The nat- 
ural results of such a policy on the 
part of companies are seen: 

1. In the lowering of the tone of 
the business by the necessity placed 
on the agents ‘‘to root or die.”’ 

2. The effect on the people at large, 
who naturally regard with something 
like contempt a community of beggars. 

3. The belief that the business 
must be enormously profitable to 
support so great an army. 

4. The reflex influence on legisla- 
tion, both state and municipal,. which 
seeks to burden the business with all 
that it will bear. 

There is scarcely a town, city or 
village in the country where the busi- 
ness is not over-represented. Too many 
agents—too many companies striving 
to share the premiums. 

Thou shalt not muzzle the ox that treadeth 


out the corn. And the laborer is worthy of his 
reward. 


Time was when the compensation of 
the agent was 10 per cent. In those 
days men lived quieter lives. Compa- 
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nies were fewer, and the greed for 
business was not so intense. Agents 
were satisfied and the relation be- 
tween employer and employee healthy 
and reciprocal. Then came the 15 per 
cent. era and for a long time nothing 
was heard about graded commissions 
or preferred business. The status quo 
was still maintained. Later on the 
appetite for big premium income 
manifiested itself and grew by what it 
fed on. Companies offered induce- 
ments in the shape of larger commis- 
sions and sought entrance into agen- 
cies where they saw a chance to in- 
crease their business. Demoralization 
naturally followed, and now we be- 
hold a parting of the ways, and the 
old time fealty seems almost a lost 
quality. 

The companies ought not to muzzle 
the ox. They must remember that 
the laborer is worthy of his reward, 
not only in the shape of dollars and 
cents, but in that larger reward which 
the humblest laborer finds sweet and 
comforting, —that ‘‘Well done, good 
and faithful servant,’’ that assurance 
that loyalty and honest service will be 
met by appreciation and protection. 

So much for the duty of the com- 
pany. Now, what about the agent’s 
duty? ‘The disciple is not above his 
master, nor the servant above his 
lord.”’ 

The tendency of the times has 
shown itself in trade unionism. Em- 
ployees in various industrial crafts 
have banded together to secure what 
they believe is necessary for self-pro- 
tection. Employers have done the 
same thing in order to save them- 
selves from the unreasonable and ex- 
travagant demands of the emloyee. 
And we see strife and suffering as the 
results of selfishness on both sides. 
The trades unions are fighting for the 
“‘closed shop,’’ the employers’ unions 
for the ‘‘open shop.’’ Contrasting that 
state of affairs in the industrial field 
with our own household, we find the 
fire insurance companies contrariwise 
contending for the ‘‘closed shop.’’ 
That is to say, they are compelling 
agents to represent ‘‘union’’companies 
only, in order to fix their compensa- 
tion on a basis of 15 per cent. flat com- 
mission. It seems like a hardship that 
an agent may not be free to get all he 
can for his services—but so it is; and 
he must do one thing or the other— 
consent to work for 15 per cent. or 
quit. In these circumstances, shall 


the agent imitate the strikers by de- 
claring war on all who oppose his 
_ views?. 


A thousand times no! ‘‘The 


disciple is not above his master nor 
the servant above his lord.’’ Is 15 per 
cent. too little for the agent’s work? 
Times have changed. The demands on 
an agent are far greater and more tax- 
ing than formerly, to say nothing of 
the increased cost of living; and by 
reason of greater competition, brought 
about largely by the companies them- 
selves in multiplying agents, 15 per 
cent. does not adequately reward him. 
Then what shall he do? 

The right of petition is one which is 
guaranteed by American citizenship. 
That right the agent can exercise in- 
dividually and through agents’ asso- 
ciations. By demonstrating the jus- 
tice of his claim, sooner or later he 
will succeed. The plan of profit-shar- 
ing is very widely recognized as a 
logical and successful mode of com- 
pensation in many large business en- 
terprises, and the same plan has been 
urged time and again upon the fire 
insurance companies. The arguments 
in favor of contingent commissions 
are apparently overwhelming, and yet 
companies with few exceptions, have 
not yielded. In this failure to respond 
to the requests of many agents’ asso- 
ciations, the companies doubtless 
have their own reasons, but to the 
advocates of the plan no illuminating 
arguments have been vouchsafed. 
What then, shall the agents do? 
Agitate,agitate, agitate. Bring to bear 
on the subject every argument that 
they can muster. The continual drop- 
ping of water will wear away a stone, 
so let our agents’ associations keep 
hammering away respectfully but 
persistently until they succeed. 

This is only one illustration, and I 
have chosen it because the subject of 
increased wages for the successful 
agent is widely discussed and is likely 
to become a burning question. That 
the contingent commission plan will 
sooner or later be adopted generally 
seems inevitable because it is predi- 
cated on reason and common sense 
But in discussing this or any other 
matter in which agents are deeply and 
selfishly interested, or in assuming any 
position of apparent antagonism to the 
companies, either in public debate or 
in the quieter realms of correspond- 
ence, letthem never forget the rela- 
tions that exist or ought to exist be- 
tween employer and employee. Let it 
be engraven on their minds and con- 
sciences that, while preserving every 
principle of self-respect,and determin- 
ing never to yield one iota of their 
manhood, the disciple is not above his 
master nor the servant above his lord. 
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WIDESPREAD LIFE INSURANCE DISCUSSION: WHAT WILL HAPPEN? 





The Present a Golden Opportunity to Make a Trial of Much Debated Reforms. 





This is a momentous period in the 
history of life insurance, and no one 
can suppress entirely a compelling de- 
sire to speculate upon the outcome of 
itall. That the present situation is 
pregnant with far-reaching possibil- 
ities but few doubt. 

Not the whole institution of life in- 
surance is on trial, but certain phases 
of itare. It is quite likely, however, 
that the commotion now being made 
among the giants, represents only a 
portion of an underlying economic 
change now taking place in the struc- 
ture of organized finance. It has long 
been customary for European econ- 
omists to regard this country as the 
most natural soil for the development 
of economic changes which eventually 
pervade the entire civilized world. 

That highly prefected machine, the 
corporation, in general business, has 
almost wholly superseded individual 
effort, and it is not surprising, that, 
with individuality supplanted by an 
irresponsible entity, which was quickly 
stigmatized as soulless, honor and in- 
tegrity should for the time being seem 
to disappear, to be succeeded by that 
mischievous shibboleth, ‘‘ business is 
business.’’ 

Many signs may be observed which 
indicate the passing of this gross doc- 
trine, and a desire to return to the 
more rugged honesty of the fathers. 
It is a matter for congratulation 
that these unworthy tendencies have 
been detected so quickly in life insur- 
ance. Because of its peculiar consti- 
tution and the abstract nature of its 
foundation, the life insurance business 
was the last to be invaded by the so- 
called Napoleons of finance. And if, 
as the writer believes, we have wit- 
nessed the culmination of unworthy 
methods in general business, as evi- 
denced by the desire of a growing 
number of captains of industry to dis- 


pose of their wealth,we may safely 
conclude that the effect upon life in- 
surance has been neither great nor 
lasting. 

It would seem that the companies 
which have showed the marks of the 
so-called high finance, would recover 
their prestige much more quickly and 
surely than will the insurance depart- 
ment in whose jurisdiction the derelic- 
tions were either undiscovered or per- 
mitted until exposed through outside 
means. These events have greatly 
shaken the faith of other state depart- 
ments in the integrity and sufficiency 
of New York supervision. It seems 
very certain that changes will be 
made in the statutory law governing 
insurance, which will greatly improve 
the quality and scope of supervision ; if 
it can also be divorced from politics the 
public will be much better served. 

The institution of life insurance 
will not be injured by the startling 
succession of disclosures which have 
been made since the filing of the last 
annual statements. On the contrary, 
great good will result, and the con- 
fidence of the public so far from being 
shaken must in fact become stronger 
when it is seen that the companies un- 
der fire are maintaining solvency and 
discharging policy obligations fully 
and quickly. Probably na other busi- 
ness organization could stand the 
strain of such dissension and discord 
as we are now witnessing, and remain 
intact. So that the troubles of the 
Equitable, United States and Washing- 
ton serve as an indirect testimony to 
the inherent strength and soundness 
of the life insurance foundation. 
Thinking men cannot well avoid this 
phase of the subject. 

Life insurance is undergoing a much 
needed purification. It is, and rightly 
should be, held up to a higher ethical 
basis of performance than any other 
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business. The evils attendant upon 
high pressure methods have caused 
conservative executives the greatest 
concern, and all interested in the high- 
est welfare of the business have 
striven to find a way out. The present 
Situation in the most unexpected 
manner offers the long sought oppor- 
tunity. Advantage will be taken of 
the widely awakened interest in 
everything pertaining to the busi- 
ness, to inaugurate reforms and re- 
trenchments that have long been 
talked about. Now is the time for 
everyone with a panacea to produce 
it, and out of the host of remedial 
measures which will be offered in 
many legislatures it may be expected 
that a few ideas of genuine merit will 
be evolved. 

Wisconsin has begun with a law 
abolishing deferred dividends for 
longer periods than five years. Mas- 
sachusetts and other states will prob- 
ably follow suit in this and it seems 
safe to say that the number of de- 
ferred dividend policies issued in the 
next few years will be exceedingly 
small. 

We are likely to see a substantial 
reduction in commissions due to the de- 
sire to lessen expenses. This will result 
in a shrinkage in the volume of new 
business, which will be a good thing, 
for it will mean an immediate increase 
in surplus earnings. Of late, much 
attention has been given to the restora- 
tion of lapsed policies. Should a suc- 
cessful effort be made to induce the 
companies to interdict twisting, by 
some concerted action,a large element 
of waste would be stopped with favor- 
able results on the earnings. 

Smaller commissions will discourage 
rebates. The practice of licensing 
large numbers of ‘‘helpers’’ should be 
modified, for frequently the helper in 
a bank or wholesale house is simply a 
convenient avenue for rebate. <A 
single company, for example, has up- 
wards of a thousand men licensed in 
the vicinity of Boston. 

Attention will be directed upon the 
machinery through which the compa- 


nies are contrulled. With stock com- 
panies the plan is apparent. With 
many mutuals the manipulation of 
proxies carries with it control as sure 
and as absolute as that exercised by 
the proprietors of the shares in stock 
companies. There are signs in plenty 
that the insured intend to learn more 
about the ways in which directors and 
trustees are made. 

While the big companies are under 
the fire of criticism, it should not be 
overlooked that the smaller ones have 
followed as closely as they dared or 
were able to in some particulars. All 
of the exclusively annual dividend 
companies pay dividends for several 
years that are not earned. What com- 
pany earns any dividend at all for the 
first two or three years of the policy? 
The dividends paid at the second and 
third years must come from the con- 
tributions of the older policyholders, 
and of course, without their consent. 
Upon a basis of absolute equity, there 
would probably be no dividend de- 
clared on any policy until it was at 
least five years old. It would seem to 
be proper, therefore, as laws are en- 
acted forbidding the postponement of 
dividends for more than five years, 
that a prohibition should also be in- 
cluded against the payment of any 
dividend not actually earned. 

The excessive mortality among the 
holders of very large policies, points 
to another inequity which should not 
be overlooked in the general house 
cleaning. As there does not seem to 
by any practical way by which these 
policies can be made to bear their own 
burden of mortaliy, the limit which a 
company will write upon a single life 
could be profitably reduced, and extra 
care be shown in the acceptance of 
such risks. 

In view of the fact that many com- 
panies are constantly providing addi- 
tional reserves beyond the standard 
adopted it would not be surprising to 
see some one break away from the 
rest in a reduction of gross premiums. 
Something approximating a non-par- 
ticipating rate, yet providing for a 
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distribution of any dividends that 
might be fairly earned, would un- 
doubtedly meet with popular approval. 
But for the aversion which an actuary 
has to run counter to the opinions of 
the majority of his profession, we 
should probably have many such con- 
tracts. This would seem to go far in 
meeting the difficulties which attend 
the dividend question. The policy- 
holder would have a low rate to begin 
with, and the comforting assurance 
that if anything was saved out of 
this, he should have it as a dividend. 

From the discussions which have so 
abundantly searched the field of im- 
provement in recent years, there is no 
lack of material in studies and sug- 
gestions to the hand of company offi- 
cials. Beyond doubt many promising 
experiments which have been laid 
aside for some convenient season, will 
now be dusted off and examined with 
interest for any help which may be 
therein. It is very certain that man- 
agers have been so busy in caring for 
the volume which reaches them in 
ever increasing amount, that little 
heed has been given to improving the 
administration. More attention must 


be shown to the elimination of waste. 
The company which keeps its mortal- 
ity down to 65 per cent. ought to be 
just as careful with its lapses and not- 
taken policies. 

It is also time to abandon some per- 
sonal crotchets which have been stub- 
bornly held to in certain excellent 
companies. These should be put aside 
in the policyholders’ interest, and ex- 
ecutives should not be ashamed to 
copy the methods of others which 
may have proved more successful than 
their own. 

Company officials who have strug- 
gled against the demoralizing influ- 
ences which have culminated in the 
scandals of the present year, will take 
courage and strive all the harder to 
bring insurance back to a sane and 
exalted place in human affairs. Be- 
cause in its real essence, life insurance 
is altruistic those who have its order- 
ing in charge can have no higher 
honor and receive no greater reward 
than the consciousness of duty well 
performed. The time is at hand when 
the careless handling of trust funds 
will be regarded with the same degree 


of horror which now attaches to ac- 
tual embezzlement. 





SOME OUTSIDE CRITICISM OF LIFE INSURANCE PLANS. 








M. H. BOUTELLE BEFORE THE MINNESOTA ASSOCIATION OF LOCAL FIRE INSURANCE AGENTS. 








It is safe to assume that as a result 
of flagrant abuses, the public will de- 
mand a complete purging of the physi- 
cal system of life insurance. The 
campaign of education which has been 
progressing for the past year or more, 
has only commenced. Appalling as 
have been its disclosures to date, it is 
comparatively well assured that other 
and further disclosures must inev- 
itably follow which will tend to 
demonstrate that underlying the sys- 
tem of life insurance, there has been 
for years past and still is, a compara- 
tively large element of what in plain 
parlance may be termed fake, pure 
and simple. Pardon me if I have re- 
course to an illustration which will 


serve to demonstrate this somewhat 
sweeping assertion. 

A few years ago, there died in one 
of our southwestern states, a United 
States senator who had long been a 
conspicuous figure in the political 
arena. Within seventy-two hours of 
the date of his death, a draft was re- 
ceived from one of the large insurance 
companies for the face of a life policy 
carried by the deseased, plus one-half 
of the entire premiums paid to the 
company by him. 

This action was caused to be gener- 
ally heralded in the public press. It 
was circularized with the various 
local agents, emphasizing the details 
and the fact that the policy had re- 
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turned its full face with a sum equal 
to one-half the premiums paid in. It 
was suggested that if the agents could 
not write insurance upon such a show- 
ing, the public were necessarily blind 
to what was termed a particularly 
‘good thing.’’ 

As a matter of fact, by reference to 
tables and statistics, this plausible 
showing had been made possible by 
resort to a mere play calculated to de- 
ceive an unsuspecting patronage. In 
making the premium for the policy in 
question, the assured had been charged 
the fixed regular rate for the policy’s 
face plusasum more than sufficient 
to increase the insurance to one-half 
of the amount to be paid in during his 
expectancy. This increase in benefits 
was simply added to the amount of in- 
surance and enough was added to the 
regular premium called for by the 
face of the policy, to considerably 
more than cover the cost to the in- 
surer of carrying and paying this ad- 
ditional indemnity. 

In other words, had the assured 
carried in the face of the policy, the 


amount his beneficiaries actually re- 
ceived, at death at standard rates, it 
would have cost less than that ac- 
tually charged and paid under the 
guise of returning in addition to the 
face of the policy, one-half of the pre- 
miums paid in. 

This plan of insurance is still in 
vogue, and any one sufficiently inter- 
ested can demonstrate to his own sat- 
isfaction, the correctness of my state- 
ments by reference to the standard 
tables determining insurance rates. 

It has been in times past and still is, 
a well-known fact that actuarial in- 
genuity has been taxed to the limit to 
devise alluring and inviting forms of 
contract to attract public patronage. 
The substance of these conditions can- 
not fail in the course of time to pro- 
duce results and in the natural course, 
with the reaction that is sure to fol- 
low, if it has not already set in, the 
public may be expected to make 
amends in some particulars at least, 
for certain features of injustice and 
discrimination which have been meted 


out to the department of fire insur- 
ance. 





HOW MUCH LIFE INSURANCE SHOULD A YOUNG MAN CARRY ? 








Rurus W. WEEKS, ACTUARY NEW YorRK LIFE. 








Let us suppose that the young man 
is thirty years old; that he has a wife 
of the same age; that they have one 
child and propose to have not to ex- 
ceed two more—three children being 
a ‘“‘long family’’ (to use the Devon- 
shire phrase) according to the modern 
scale. Let us suppose further that the 
man has a permanent place and is re- 
ceiving a salary of $3,000 a year. 

First, then, what does such a man 
need as protection against unfavorable 
contingencies of life and death for 
himself and his family; and what 
share of his income would it take to 
provide this needful protection? 

The plainest chance against which a 
provision is needed is the chance that 
the young man may die and leave his 


wife a widow. The husband will ad- 


mit if pressed that in that case his 
wife ought to be secured an income 
for as long as she lives of at least $60 a 
month, or $720 a year. A life insur- 
ance company could be found which 
would assume this obligation for an 
annual payment of $192. This is the 
lowest price at which this obligation 
could be purchased, and the arrange- 
ment would return nothing to the 
husband in case the wife should die 
first. The annual payment would be 
merely so much money spent every 
year out of the man’s income—spent, 
as we may say, for the comfort of 
mind of himself and his wife in know- 
ing that her future livelihood was 
certain. It may be objected that there 
is no need of securing to the possible 
widow an income absolutely for life, 
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since she may very likely marry 
again. This is true, and if an insur- 
ance company could be found which 
would sell a future income for the 
wife, to begin only in case she became 
a widow and to continue only as long 
as she remained a widow, for a lower 
price than the income to continue for 
her life, then no doubt the lower- 
priced article would fill the require- 
ment. There is, however, no life in- 
surance company which would sell 
this kind of contract, and, even if 
there were, the statistics of remarriage 
of widows indicate that it would not 
be safe, even theoretically, to deduct 
more than 10 per cent. from the price 
in consideration of the cessation at re- 
marriage. Practically, therefore, in 
order to meet the reasonable need of 
the wife that she should not, if she 
becomes a widow, be placed in the 
position where she must marry for a 
living, the contract we have proposed 
is necessary. 

The next person to be considered is 
the child, whom we will suppose to be 
one year old. The father will admit 
that the child ought to be secured, in 
the event of his dying while it re- 
mains a child, a small income—enough 
to secure education and maintenance 
until the age of 21. This income should 
certainly not be less than $20 a month, 
or $240 a year, and a life insurance 
company could be found which would 
assume this obligation for a payment 
of $32 per year for 15 years. 

Upon the birth of a second child the 
same protection becomes a necessity 
for it also, and for this a life insur- 
ance company would charge $33 per 
annum, the father being then assumed 
to be 31. On the birth of a third child 
the same need would arise for it, and 
would call for an annual payment from 
that time on of $34 for 15 years. 

Thus far we have dealt only with 
the grim side of the problem, but there 
remains the cheerful probability that 
the young man’s life will run its 
natural course. The chances are two 
to one that he will live to become a 
sexagenarian. Looking forward to 


that far-off probability, the young 
man reasonably feels that sixty is the 
ultima thule of active life, that at that 
point must begin his time of per- 
manent leisure. This can be made 
certain only by his providing for it 
during the intermediate years, begin- 
ning at once. It will most likely seem 
to the young man that he can live in 
comfort after his working days are 
over on an income of half his present 
salary—an income, that is to say, of 
$125 per month, or $1,500 a year— 
and that this would include an ad- 
equate support for his wife, if she 
should also survive to the same age. 
A part of this income, say $200, could 
be secured from a life insurance com- 
pany, by continuing the annual pay- 
ments of $99 set free as the three 
children reach the age of 15, but for 
the remaining $1,300 of future income 
he must begin'to provide at once, and 
for this the company would require an 
annual payment, beginning at the age 
of 30, of $250. 

Five contracts in all, as will be seen, 
are called for in this sketch of what is 
needful, three of them to begin at 
once, the fourth after one year, and 
the fifth and last after three years. 
The three which are to begin at once 
would require an entire annual pay- 
ment of $474; the fourth contract, to 
begin after one year, would bring the 
total annual payment needed to $507, 
and the final contract, to be entered 
into three years hence, would bring 
the total annual payment from that 
time on to $541. 

These five contracts together would 
guarantee what is needful in the case 
of the main contingencies of life and 
death. There is, however, one chance 
which they do not provide against, 
and this is the possibility that the 
health of the breadwinner and his 
capacity for making an income may 
break down permanently, and yet that 
he may live on a considerable time 
after. This frightful disaster happens 
very seldom ; for, as a rule, and happily 
so, a man dies within a year after his 
health has permanently given way. 
It is a defect in the practice of insur- 
ance in this country that as yet this 
particular contingency is not insured 
against—the special difficulties in the 
way of assuming this risk could un- 
doubtedly be got overif the attempt 
were made in earnest. 
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INSURANCE COMMISSIONER CUTTING ISSUES HIS LIFE REPORT. 





Present Day Laxity Severely Condemned. 


While the regulation of life insurance by law 
has become something of a burden upon the 
companies, yet the severity of its requirements 
is atribute to the importance of the business 
regulated. Men do not legislate so much about 
trifies. It is because priceless interests are at 
stake, and because those who are most deeply 
affected are in a measure helpless to protect 
themselves, that life insurance is thus hedged 
about by special statutes. It has ever been the 
struggle of the race to embody in law, for the 
protection of the weak, that which the strong 
have won by force of intellect or of arms; and 
those who labor in the upbuilding of life insur- 
ance may well rejoice in having as an ally that 
power to which we commit the keeping of our 
liberties, and to whose enforcement we owe the 
privileges of a well ordered state.—John A. 
McCall to tbe students of Yale University. 


The records of the state’s supervision 
are toa great extent found in the an- 
nual reports of the insurance com- 
missioners. 

The Massachusetts life report cover- 
ing the business of 1904 has been 
awaited upon all sides with much inter- 
est. Commissioner Cutting was ex- 
pected to treat ina vigorous fashion 
the occurrences of the present year 
which have made so great a sensation. 
These expectations are quite fulfilled. 
Mr. Cutting is a blunt man,conscious of 
his honesty of intention, and encour- 
aged by his success in administering 
the affairs of his department. Courts 
and governors have sustained his 
contentions. Weak or wicked compa- 
nies excluded by him from the state 
have unwittingly added to his reputa- 
tion for detecting and interdicting 
unsound and unfair practices by fail- 
ing more or less promptly after such 
exclusion. 

It is not at all surprising, therefore, 
that the commissioner forsakes the 
customary dry as dust style in which 
official documents are usually clothed, 
and permits himself the use of pic- 
turesque and strong language. He 
denounces what he believes to be 
wrong in such unmistakable terms 
that they who run may read. 

Comment on Fraternal Insurance. 

Much caution has always been ap- 


parent in the way the department 
handles the fraternal organizations. 
Every other member of the legislature 
belongs to one or more of these and in 
order to retain even the flimsiest sort 
of control, the department must move 
slowly. The plight of the Royal 
Arcanum, however, affords the com- 
missioner the opportunity to speak 
plainly. He refers to the conditions 
just mentioned, saying that the de- 
partment has been charged with 
hostility to fraternal orders because 
of the frequently expressed conviction 
that sooner or later trouble was to be 
looked for as a result of inadequate 
rates. He quotes a trenchant saying 
of Commissoner Tarbox, ‘‘the state 
should either supervise or else not 
seem to.”’ 

It is a fact that cannot be rubbed 
out that twice as many men will die 
at 50 as at age 25, and five times as 
many at 65 as at 30. Group 10,000 men 
at 70 together, requiring each to con- 
tribute his proportion of the aggregate 
amount required to pay to the heirs 
of each decendent during the year 
the sum of $1,000, and it would be 
found that the sum required from 
each would be nine times as mich as 
though the group were composed of 
men at age 30. 

In the case of the Royal Arcanum 
the disbursements last year exceeded 
the income by about $300,000, and to 
meet this condition new rates were 
formulated to take effect for the old 
membership on Oct. 1. 

The commissioner is not charged 
with the duty of passing upon the 
sufficiency of the new rates. He notes 
that the new rates are still smaller 
than those provided by the National 
Fraternal Congress mortality table. 
In 1900 this body succeeded in having 
the table fixed in the law of a num- 
ber of states as the minimum which 
a new organization would be permitted 
to charge. 

It is scarcely necessary to direct 
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attention to the fact that if a new 
organization could not succeed with 
a rate lower than the above, it is the 
greatest folly for the Royal Arcanum 
managers to temporize with the rates 
which they have adopted. 

Liability Reserves. 

There is still much doubt as to the 
proper reserve against outstanding 
losses with liability insurance cor- 
porations. Massachusetts in common 
with a number of other states,adopted 
an act prescribing certain rules for 
the ascertainment of a liability com- 
pany’s obligations. While perfection 
is not claimed for this law it is thought 
it will serve in theinterest of unifor- 
mity and afford something of a basis 
for comparison; experience and prac- 
tice will eventually disclose a better 


rule. 
Mutual Reserve Life. 


The circumstances attending the 
Mutual Reserve’s loss of its license 
last November are set forth, together 
with the correspondence in the case. 
It is thought here that the department 
had been restive for a long time over 
the constant complaints against this 
company’s methods in settling elaims. 
For several sessions of the legislature 
bills have been introduced for the 
purpose of compelling a change in 
this respect. Insurance men have 
long regarded its expulsion from the 
state as inevitable. 

Surety Companies. 

The incoherent way in which the 
surety companies prepare the annual 
statement for the department is but 
the natural consequence of unsettled 
conditions of that business. The lack 
of a standard for quality of assets 
gives occasion for many extraordinary 
items among the assets. The commis- 
sioner cites several failures in evidence 
of the chaotic conditions now prevail- 
ing. 

Life Insurance Conditions. 

The portion of the report which has 
been received with keenest interest 
and which has aroused much comment 
favorable and otherwise,is that which 
deals with the general life insurance 


situation. The revelations of the 
year are reviewed and the tendencies 
which have been leading up to these 
events are described in strong terms. 
Much fault has been found with 
the commissiener for his liberal use 
of the rich expressions of the street 
and market, but it is quite likely 
that had the same matter appeared 
in the Outlook or over the signa- 
ture of Lincoln Steffens in McClure’s, 
no stricture would have been passed 
upon it. 

The pertinent question is, not the 
manner of expression, but are the 
charges against high pressure busi- 
ness true and the deductions there- 
from correct. If they are, then all 
criticisms of the commissioner’s style 
are of no consequence. 

In common with most present day 
critics, the commissioner holds the 
deferrred dividend contract respon- 
sible for a large part of the evils in 
life insurance. He contends that such 
contracts should be prohibited fora 
longer period than five years without 
an accounting, and praises the Wis- 
consin law, which has just been en- 
acted. It may be said in passing, that 
such a law will undoubtedly be enacted 
in Massachusetts at the coming session 
of the legislature. 

Some space is devoted to a con- 
sideration of a remedy for these ills, 
and the commissioner speculates as 
to the value of more statutory restric 
tion. He concludes that the only 
powerful remedies lie in a quickened 
sense of honor and conscience, with 
those having charge of the trust, and 
even greater publicity for the opera- 
tion of the business than is. had 
at present. 

But with all the severity of his in- 
dictment against those who have for- 
gotten the high nature of the trust 
committed to their care, the commis- 
sioner places the greater part of the 
blame where it properly belongs, on 
the weakened and degraded sense of 
business honesty which temporarily 
seems to govern everywhere. He 
says that formerly when men recog- 
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nized a moral law in the business 
world, and were bound by it as much 
as by the statute law, or even more 
in some instances, so acute was the 
sense of honor, and when temptation 
to do wrong was far less than now, 
great interests could be intrusted to 
their keeping without loading the 
statutes with penalties. Then there 
was a lively realization of what it 
meant to bea trustee for others. It 
was held that the foundation principle 
of trusteeship was that the trustee 
should not have a presonal interest in 
respect to the trust, which would be at 
variance with its interests. Today it 
has come to pass that many men do 
not scruple to use official position 
and opportunity, using this term in 


- the broad sense, to fatten their own 


purses. 

Some purists are objecting that this 
is all too commonplace and they are 
wearied at it reiteration. The same 
complaint was made over President 
Roosevelt’s many speeches on present 
day topics that they ran too much to 
platitudes; but the greatest need of 
the commercial world today is a re- 
turn to the staunch and scrupulous in- 
tegrity of our forefathers, who laid 
the foundations of the nation chiefly 
on their faith in the right. 


Wall Street Influence. 


Commissioner Cutting sums up his 
statement of the case in this view of 
the blighting influence of Wall street: 


When we come to consider all the conditions 
may not the outcome be naturally accounted for? 
The dominant spirit of the times in which we 
live served to blur the moral vision of the 
officers. They were in position to see men of 
highest power and station in the financial and 
commercial world joining in the mad and utterly 
selfish race for wealth. They saw all kinds of 
dubious schemes carried through to the enrich- 
ment of the promoters; they saw a Morgan rise 
from obscurity to a high position by manipu- 
lating great corporate interests; they saw a 
high official of an insurance company as one of 
his partners; they saw the amalgamated stock 
floated and knew of the fabulous profits for its 
manipulators; they knew of the sugar trust and 
the reward of millions to its promoters; the 
Standard oil combination with its 45 per cent. 
dividends; the beef trust controlling prices both 
to producer and consumer; they were cognizant 
of the rotten canned beef supplies furnished the 
government and nobody punished; they knew 
of railroad rebates in disregard of law and court 
decrees, and that some of the law breakers were 
promoted to high positions; they saw graft by 
city officials, state officials, national officials, 
petty legislators, congressmen, United States 


senators, and courts subservient to the great 
Moloch, money; they saw tainted money eagerly 
sought for by the college and pulpit, as well as 
by institutions with less pretensions of virtue. 

They not only saw these things and hundreds 
of others of which these are but types, but lived 
and moved and had their being in an atmosphere 
saturated with this spirit of commercialism, a 
spirit that has so permeated the whole commer- 
cial, financial and social world that it is impossi- 
ble to escape its influence. Wecan well under- 
stand how they might have said among them- 
selves: Is it any worse for us to make use of 
our opportunities for profit than for our neigh- 
bors to sell gold bricks to the public? Do we 
do a greater wrong to so manipulate the stock of 
a trust company in which we have shares that 
it will show a handsome profit to our credit than 
does the steel trust or any other trust when it 
hoodwinks the public into buying its watered 
shares? ’ 

That their moral fibre weakened, that the 
ethical standard was lowered amid such condi- 
tions and surroundings, is an indictment not 
merely of the accused, who as is true and proper 
must bear the consequences of their acts, but also 
an indictment of business and commercial prae- 
tices which have developed in the last quarter of 
a century. 

And is there any student of eco- 
nomics who will deny the truth of it 
all? 





DEPARTMENT LOSES AN EXAMINER. 


During the past year the Massachusetts in- 
surance department lost its chief examiner, and 
the Columbian National Life Insurance Com- 
pany gained an admirable executive officer. 
Mr. Cutting makes the following kindly refer- 
ence in his recent report: ‘Since the 1904 re- 
port of this department was issued, William H. 
Brown, department examiner since 1897, has 
retired from the employ of the Commonwealth 
to accept a position of secretary of a life insur- 
ance company. This was not wholly unantici- 
pated, for it was inevitable from the nature of 
his work that others besides his department as- 
sociates would discover his worth. He was in- 
trusted with many difficult cases and never 
found wanting. His place in the department 
has been taken by Charles W. Fletcher, for ten 
years deputy insurance commissioner of Maine. 


LIFE INSURANCE SALARIES. 


We would not condone entravagance, but we 
hold that life insurance salaries are none too 
great for the responsibilities assumed. If $100,- 
000 is too much for the man responsible for the 
management of $400,000,000 of assets, then get 
another man—one that is worth that amount. 
Such a company needs a hundred-thousand-dol- 
lar man. There may be officials who do not 
earn the compensation allowed them. The 
remedy is stronger men, not lower salaries.— 
Life Insurance Independent. 
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NO SIMILARITY BETWEEN ENDOWMENT AND DEFERRED DIVIDENDS. 





From A MUTUAL BENEFIT CORRESPONDENT. 


A correspondent sends us several 
clippings from the Mutual Benefit’s 
company paper, The Pelican, which, 
he thinks, controverts a statement 
madé in the July Journal concerning 
deferred dividends. 

It was said in that place that the 
underlying principle seems to be the 
same in the case of an annuity, an 
endowment and a deferred dividend. 
That is, the deferred dividend is no 
more gambling than any other con- 
tract of insurance, because all insur- 
ance is based upon the laws of prob- 
ability; and the ratio representing a 
man’s chance of dying is the measure 
of the cost of insuring him. If it were 
known before hand definitely that he 
would or would not live out the year 
there would be no insurance for there 
would no longer remain an uncer- 
tainty or probability. In the legal 
works on contracts insurance is treated 
as a wagering contract. 

But here are the excerpts: 

We assert that the ‘‘ deferred dividend” sys- 
tem is gambling for the reason that it creates a 
risk where none existed. On the contrary, life 
insurance “ in itself,’ whether on the life or en- 
dowment plan, distributes existing risks, and, 
being based on observed natural law which is 
applicable with mathematical certainty to the 
whole body of policyholders, is free from the 
taint of betting on the side of the individual 
policyholder ahd a matter of scientific certainty 
on the side of the associated members as a 
whole. That this is so, and that there is, prop- 
erly speaking, neither gain nor loss resulting 
from the system, and therefore, no need for an 
equalizer of benefits between those who die 
early and those who die late...... Pure endow- 
ment also differs from ‘“tontine” in that there 
is mutuality of interests and agreements, based 
on observed natural law applicable with mathe- 
matical certainty to the whole body of mem- 
bers, which frees the contract from the vicious 
taint of betting on the side of the individual 
member, and makes it a matter of scientific cer- 
tainty on the side of the associated members as 
a whole. 

No one questions the mathematical 
certainty of the computations which 
are used in deriving the rates for en- 


dowment contracts either pure or 
mixed. Neither can it be successfully 
questioned that concerning a group of 
men who buy endowment contracts 
to mature in twenty years that the 
intention is to pay those who survive 
the period only and not any others. 
The same holds true of the various 
limited payment life contracts. If the 
Mutual Benefit’s writer is admitted to 
be correct in his contention, the only 
logical conclusion is that ordinary life 
on the non-participating plan, is the 
sole legitimate form of insurance to 
buy. And inasmuch as the insurer 
who adopts this view and acts upon it, 
cannot even then say whether he will 
be called upon to pay one premium or 
forty, he has bought a gambling con- 
tract. 

The writer believes this view to be 
incorrect, and without doubt (un- 
consciously of course) inspired by the 
company’s historic and inveterate dis- 
like of deferred dividends. 

There appears to be a tendency 
among all the advocates of annual 
dividends to confound the abuse of 
deferred dividends with the thing 
itself. In the minds of fair minded 
students who seek to discriminate in 
the study of insurance principles and 
their working out in practice, this 
produces a distinctly unfavorable im- 
pression, and bids them look at once 
for the cause of the bias. 

It has always seemed strange to the 
writer that men of sincerity and in- 
telligence can permit themselves to be 
betrayed into the belief that all virtue 
and skill and integrity of purpose ure 
concentrated in some wonderful man- 
ner within the confines of their own 
organization and that others are to 
the same degree bereft of these 
things. 

It is this tendency which produces 
quibbles in the place of argument and 
harangues instead of precedent and 
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example. These observations are by 
no means called forth by the excerpts 
above, but come involuntarily to the 
writer’s mind as he reviews the long 
chapters which have been written 
upon this subject, seemingly to very 
little purpose. 

The popular mind goes from one 
extreme tothe other. Annual dividend 
policies will be demanded by most in- 
surers, even though the requirements 
and surroundings of the applicants 
differ in the widest possible way. In- 
stead of buying an ordinary life policy 
with a fifteen or twenty year dis- 
tribution, the man of small means is 
influenced to purchase a twenty pay- 
ment policy which will continuously 
have larger premiums than the first, 
even though annual dividends be al- 
lowed on it, with the result that for a 
given yearly outlay during the fifteen 
or twenty years his family will have 
less insurance protection. 

In the several articles which have 
appeared in the Journal upon this 
subject we have avoided by design 
any attempt to marshal and enumerate 
the argument in favor of deferred 
dividends, except that on occasion to 
illustrate a statement or support con- 
tention, we have used what has seemed 
to be the appropriate statement. We 
are not taking sides, believing there 
is place and use for both methods of 
distribution. We have been much im- 
pressed with the determination of the 
annual dividend advocates to seize 
upon the deferred dividend as a con- 
venient scapegoat to carry off the 
burdens of mismanagement. It may 
be that they are right, but it seems an 
inference quite as fair that a managing 
board deprived of this source of 
revenue for ambitious volume build- 
ing, could find others quite as useful 
were they so determined. 





THRIFTY AMERICA. 


A statistician figures that while the number of 
depositors in savings banks in the United States 
is less than ten per cent. of those in the world, 
they have nearly one-third of the total amount 
of money on deposit. America is the land of 
progress.—The Union Mutual. 


DRIFT TOWARD FEDERAL SUPERVISION, 


The Journal of Insurance Economics has al- 
ways contended that federal supervision would 
in time become a question of general interest to 
the public, and that in the face of public opinion 
all objections, local and otherwise, would in all 
probability be swept away. The present agitation 
in regard to insurance has certainly developed a 
strong public sentiment in favor of federal su- 
pervision and that opinion is likely to grow 
rather than diminish. This will be true as it re- 
lates to all branches of insurance, fire as well as 
life. The futility and inadequacy of state con- 
tro] and regulation is likely to force itself upon 
public attention more and more, resulting in in- 
creased demand for federal control. 

This does not mean, of course, that the evils 
of insurance sought to be remedied will be cured 
by national supervision. What we seek to point 
out is that insurance interests will hereafter 
have to deal in this matter not only with public 
sentiment within their own ranks, but within 
the ranks of policyholders with whom they have 
to deal. 

As an indication of the drift of events it is in- 
teresting to note that the “‘ Iroquois Club” of 
Chicago engaged in an extended discussion of 
this question: ‘‘Is Congress authorized under 
the present federal constitution to enact legisla- 
tion taking the companies under supervision.” 

Reports of the meeting show that existing 
state supervision was severely criticised and im- 
provements in that direction not regarded as 
likely to occur. A special committee was ap- 
pointed to investigate constitutional limitations. 
If it is learned that insurance cannot be classed 
as interstate commerce, then it is proposed to 
consider the question of a constitutional amend- 
ment providing for such classification. It is 
intimated that the enactment of a bill bringing 
insurance under federal control would be fa- 
vored, in order that the question may be brought 
before the supreme court for a decision upon the 
** commerce ” issue. 

We believe that public discussion of this ques- 
tion should be favored andencouraged. Nation- 
al supervision is much to be desired if only for 
the purpose of establishing the “‘ right” of insur- 
ance companies to cross state lines for business. 
National supervision will not remove all the 
burdens of state control, but it will supplement 
state supervision and remove many of its dis- 


advantages. State supervision is in many ways 
circumscribed and limited in its opportunities 
for protecting the people. National supervision 
would cover this defect and provide a form of 
supervision not narrowed by local prejudice or 
restricted by the fear of encroaching upon the 
rights and privileges of other states. 





‘*May” and “ must” have distinctive mean- 
ings in life insurance. ‘ May” represents the 
usual attitude ; “‘ must” the real stand that every 
man ought to take. Such a position is none too 
emphatic, none too decisive—for the benefits of 
life insurance far overbalance the necessary 
outlay. 
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MUTUAL RESERVE EXAMINATION: NEW YORK DEPARTMENT’S REPORT 


The Company Is Deprived of the Greater Part of Its Surplus. 





A few years ago when life insur- 
ance associations operating upon the 
assessment plan were plentiful, the 
making up of the annual state- 
mentwas an easy task. When the 
amount of obligations for claims was 
ascertained and put down under the 
head of liabilities, a precisely sim- 
ilar sum was immediately entered 
among the assets, and a balance was 
thereby reached very comfortably. 

The net premium credit of $532,274, 
which the New York department has 
just disallowed in the Mutual Re- 
serve’s assets must be of this descrip- 
tion, and represents the amount in 
excess of the reserves belonging to the 
policies included in the item. After 
allowing, ina number of items, various 
increases in the assets and adjusting 
several items of liubilities, the ex- 
aminer makes the company’s sur- 
plus $38,492.16 instead of $359,211 as 
claimed by the annual statement. 

It should be borne in mind that the 
task of putting the company on a 
solvent basis was considered so diffi- 
cult as to be well nigh impossible. 
Due allowance would be made more 
readily in many quarters for the diffi- 
culties in the way if it were not for 
the unfortunate suspicion that the 
management was very willing to use 
any means available, good or bad, to 
decrease its obligations. 

Matters of this nature finally led to 
the exclusion of the company from 
Massachusetts. Complaints were many 
to the department, over the settlement 
of claims. Mr. Cutting, in describing 
the causes which moved him to revoke 
the license, says that complaints were 
made that the company by changing 
by-laws caused liens to be imposed, 
and that charges for extra mortality 
were said to be made to such an 
amount as. to frequently, when added 
to the lien decrease the policy one 
half. It is also alleged that bene- 
ficiaries who showed fight obtained 
more in settlement than those who did 
not. The department finally decided 
to investigate the mortality on certain 


classes of business on its own account, 
but was refused the opportunity, 
hence the revocation of the license in 
Massachusetts. 

This digression from the New York 
report is made for the purpose of 
showing to what extent the com- 
pany’s ways of handling claims are 
distrusted. Mr. Isaac Vanderpoel, the 
chief examiner, says on this subject: 

This insurance amounting at one time to 
$1,923,000 finally yields its beneficiaries $906,656 
there having been deducted $293,655 on account 
of an indebtedness ascertained by the company 
to exist against the insured, with a further de- 
duction of $722,688 retained by the company for 
the various alleged violations of contract by the 
insured. Making due allowance for the time it 
may occupy to thoroughly investigate all ques- 
tionable death claims, I think that as the result 
of this examination, it is quite clearly in evi- 
dence that the company has adopted a settled 
policy of delay in withholding the approval nec- 
essary to constitute an admission by it of the 
receipt of satisfactory evidence of death in case 
of all claims under policies or certificates issued 
while the company was operating under Art. 6 
of the insurance law. 

Appended to the report are several 
exhibits, one of which shows that the 
salaries paid to the executive officers 
during 1904 amounted to $113,220. 
This sum greatly exceeds the salary 
list of older and larger companies. 

The report was ordered by the di- 
rectors to be sent to all the policyhold- 
ers, in connection with an antidote 
over the signature of Charles W. 
Camp, secretary. Mr. Camp’s state- 
ment takes up in detail the strictures 
contained in the examiner’s report. 

It has been held by many insurance 
men that the company could not go 
on, except for the compromises in the 
claim department. The foundations 
having been laid upon sand, the struc- 
ture could not be expected to endure. 
Its pertinacious clinging to existence 
is the marvel of theday. But with 
this report of the hitherto favorablé 
home department the end is in sight. 
The stimulants which have been so 
skillfully administered by its able 
actuary will be of no further avail in 
the absence of new business. The 
constantly diminishing field to which 
the company’s operations are confined 
would seem to preclude the possibility 
of adding new members to any satis- 
factory extent. 
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SOME HOT WEATHER AIRY PERSIFLAGE. 





The readers of the Journal well know that its editor is no joker. 


Never- 


theless he can appreciate a joke when he is the victim. 
As it is the ‘‘silly season’’ our readers will pardon the publication of the 
following correspondence and appreciate its pleasantry: 


Philadelphia, July 10, 1905. 


Dear Mr. Putnam:—‘‘We must all move with the current, and it is well, 


for it will set us upon higher ground.’’ 


Does water run up-hill in Boston? 


Yours anxiously, 


W. H. Lawton. 





W. H. Lawton, Philadelphia, Pa. 


Boston, July 15, 1905. 


Dear Mr. Lawton:—Replying to yours of July 10: You are very clever, 


but you haven’t got me this time. 


No, water doesn’t run up hill in Boston, but the Boston poetic mind knows 
instinctively that a flood or a tide may rise and that any one who puts him- 


self on its current may be set upon higher ground. Do 


you not remember old 


Noah and Mt. Ararat? What is the matter with the sluggish Philadelphia 


mind? 


Buoyantly yours, 
H. H. Putnam. 





Mr. H. H. Putnam, Boston, Mass. 


Dear Mr. Putnam:—Yours of the 15th is O.K.! 


Philadelphia, July 17, 1905. 
I should know better than 


to try and catch the nimble Boston intellect. 
Still it occurs to my sluggish mind that Noah had to ‘‘come down” after 


he had been left stranded, didn’t he? 


And with happy recollections of boy- 


hood days at Barnegat Bay, I can remember it was hot work getting off again 
after the ‘‘current set me on higher ground!”’ 


Come again! 


Yours cheerfully, 
W. H. Lawton. 





W.H. Lawton, Philadelphia, Pa. 


Boston, July 18, 1905. 


Dear Mr. Lawton:—Let us call it off! Itis too hot, and the suggestive pic- 
ture you draw of Noah and Mt. Ararat, with the thermometer at 98, is more 
than even cold roast Boston can stand. Meltingly yours, 


H. H. Putnam. 








THE ASSOCIATE EDITOR TALKS BACK TO HIS CHIEF. 





‘‘All possible criticism against the 
deferred dividend contract would be 
removed if the lapsing policyholder 
were allowed a stipulated equity in 
accumulated dividends; in short, a 
surrender value similar to that ex- 
tended to him covering his equity in 
the reserve.”’ 

Thus writes the editor in the July 
Journal. Such a method of dividend 
distribution as he describes is cer- 
tainly a good one. But it can scarcely 
be considered at the present time as a 
discovery, having been long in use un- 
der the name of reversionary addi- 
tions. While a rose by any other name 
might smell as sweet, you cannot 
make a deferred dividend anything 


different than what it really is, a con- 
tractural agreement on part of the in- 
sured to waive all claim to it in case 
of death or lapse. The plainest pos- 
sible statement concerning the de- 
ferred dividend is that there is no 
dividend at all until the date agreed 
upon by the contracting parties is 
reached. 

Strictly speaking, therefore, a man 
cannot forfeit something which doesn’t 
belong to him. He is no more entitled 
toa share of the company’s savings 
before the agreed time of settlement 
than if he had bought a non-participat- 
ing policy in the same company, in 
which case, of course, the time would 
never come. 
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A FIRE UNDERWRITER’S VIEWS UPON EQUITABLE AFFAIRS. 





Some Stimulating Suggestions. 





The following letter from a well- 
known and successful fire insurance 
manager is a breezy and refreshing 
contribution to the discussion taking 
place over Equitable affairs. In his 
opinion, the Equitable having got the 
business on its books can well afford to 
take an advanced position and seek 
only enough new business to replace 
what is lost through natural causes. 

Just how far one may draw an 
analogy between the methods of ob- 
taining business for fire and life com- 
panies is open to question. It seems 
that while men as a rule are ready 
upon their own initiative to insure 
their property, they require the ex- 
ertion of the most persistent and skill- 
ful soliciting before buying life insur- 
ance. The Life Insurance Club of New 
York is making the experiment of 
substituting advertising for personal 
soliciting. The outcome of the trial 
will be of the greatest interest; mean- 
while it is significant that this com- 
pany’s provision for expenses does not 
appear to be appreciably smaller than 
the loading used by other companies. 


Editor of Insurance Economics: 

As a fire agent I know that it is best 
for the agent to eliminate, so far as 
possible, the middleman. A 15 per 
cent. commission puts more money in 
the pocket of the average agent than 
30 per cent. does and I believe that it 
would be financially a benefit to the 
insurance agents of the country if the 
commissions could be reduced to 10 
per cent., because that would drive 
out the horde of brokers and middle- 
men; 10 per cent. to the agent, and 
he to keep the whole of it, is better 
than 15 or 20 per cent. and the broker 
get two-thirds of it. 

Now it seems to me that the same 
condition exists in the life business; 
that the enormous commissions have 
brought in a horde of solicitors, so 
that the general agent is obliged to 


give of his commissions to his solicitors 
and they in turn to others, until | 
very much doubt if 15 or 20 per cent. 
on new business, and even 2% per 
cent. on renewals, continued as long 
as the policy lasts, would not be bet- 
ter financially for the agents than the 
present conditions. Of course I under- 
stand that under those circumstances, 
with the present competition, compa- 
nies who must put new business on 
their books to make both ends meet 
would get left. If a company could 
demonstrate, as the Equitable can in 
my opinion, that the business may be 
done cheaply to the assured the busi- 
ness would inevitably come to them; 
not immediately perhaps, but in the 
course of a few years. They would 
then be in the strongest position of 
any life company in the country. 

I understand how dangerous it is to 
be a prophet, but you will live to see 
the time when some life company will 
adopt this plan. All the British com- 
panies, in their enormous life busi- 
ness, are much more economically 
managed than ours. I was looking 
over some figures the other day. The 
life business of the ‘‘Royal Exchange,”’ 
including the management expenses 
and everything, cost 14 2-10 per cent. 
of the premiums. The ‘‘Equitable’’ 
business last year cost 20 per cent. of 
the gross income. 

Boiled down, what I mean to say is 
that just as my company can do al- 
most the largest business of any com- 
pany in New England at an expense 
which has never yet reached 29 per 
cent., and do a profitable business too, 
while it costs the “‘little fellows’’ in 
many cases 50 per cent., with a less 
percentage of profit, so I think a big 
company like the Equitable could do 
life business at a much less expense 
than at present provided it would give 
up itsidea of being the biggest, and 
content itself with furnishing insur- 


ance at less cost than others. 
Yours very truly, 
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SUPERIORITY OF MUTUAL CONTROL OVER STOCK OR MIXED PLAN. 





Emory MCCLINTOCK IN THE AMERICAN UNDERWRITER. 


A mutual company is one in which 
all the profits go to the policyholders, 
and which is controlled by them. 
Purely stock companies are now rare. 
‘*Mixed’’ companies are those in which 
both stockholders and policyholders 
share in the profits. Mutual compa- 
nies, controlled by policyholders, 
sometimes have connected with them, 
by the way of security, a certain 
amount of capital stock entitled toa 
fixed rate of interest. In one or two 
cases it has been attempted to com- 
bine the stock element as regards con- 
trol with the mutual element of di- 
viding all profits among the policy- 
holders. 

Such a company has not the usual 
advantage of the mutual system, that 
the directors have a responsibility to 
the policyholders, nor has it the usual 
advantage of the mixed system, that 
the stockholders are pecuniarily inter- 
ested in giving the largest possible di- 
vidends to the policyholders. 

It has been charged that the mutual 
system tends to irresponsible manage- 
ment. Just at present, when the 
daily press is filled with articles and 
communications concerning the or- 
ganization and management of life 
insurance companies, the echoes of 
former attacks upon the mutual prin- 
ciple are heard, either in general state- 
ments that mutual companies are no 
better than others, or in crude sug- 
gestions for supposed improvements 
in their practical working. The pop- 
ularity of the mutual system is so well 
settled that it need not be discussed. 
The bulk of the business is done by 
companies in which all the profits go 
to the policyholders. In Great Britain, 
the Scottish Widows’ Fund, in Ger- 
many the Gotha, in Australia the Mu- 
tual Provident, all mutual, are re- 
spectively pre-eminent. The reason 


for the popularity of the mutual sys- 
tem is plain. Other things being equal, 
applicants prefer a company which 


they control, to one in which they 
get only a large fraction of the profits. 

In working against the great popu- 
larity of the mutual system, the agents 
of a mixed company use either the 
dollar-and-cent argument, or what 
may be called the scare argument. 
The dollar-and-cent argument is that 
the mixed company, owing to its 
good management, makes large di- 
vidends to its policyholders, and this 
is a good practical argument when 
true of a particular company, just as 
the same claim may be urged by 
agents of one mutual company against 
another. It is not usually claimed,and 
certainly cannot be proved, that the 
average dividends of mixed compa- 
nies, on similar business, exceed those 
of mutual companies. There remains 
the scare argument. A company con- 
trolled by stockholders, is not likely 
to fail, because the stockholders’ in- 
terest is so great as to supply a pe- 
culiar safeguard, while a mutual com- 
pany is in greater danger, because the 
policyholders are unable to combine 
in any case of emergency. The scare 
argument is contradicted by facts A 
certain proportion of the life compa- 
nies organized in this country under 
stock control have failed, while a 
smaller proportion of the mutual com- 
panies have failed. 

There are several reasons why the 
directors of a mutual company are, 
and must be, men of high standing 
and good character. A life company 
is dependent for its support and a mu- 
tual company for its very existence, 
upon public favor. A new stock com- 
pany may gain confidence by reason of 
its stock security, but a new mutual 
company can gain confidence only be- 
cause of its probable good manage- 
ment, and for this the directors are 
responsible. The position of direc- 
tor or trustee of a mutual company is 
one of honor in the community. It is 
exceedingly seldom that any policy- 
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holder declines such a_ position. 
The directors of a stock company, not 
calling itself mutual, have usually to 
be chosen from among the stockhold- 
ers or the personal friends of stock- 
holders Those who are casting 
about for the right man to fill a va- 
cancy in the board of a mutual com- 
pany have no such limitations. 

High character alone is not a suffi- 
cient qualification. Business experi- 
ence of some sort is necessary. Hon- 
orable financiers have always held, 
and will always hold, the confidence 
of the community. 

It is absurd to demand that the 
investments of life insurance com- 
panies should be restricted to savings 
banks investments, because savings 
banks are liable to be called on at any 
time,and must therefore have quickly 
salable assets, while life companies 
can and should invest in slower assets 
yielding higher rates of interest. 

A call for further legal restraint 
upon life insurance investments, un- 
less in the way of a prohibition of the 
actual control of another business, is 
equivalent to a demand for lower in- 
terest earnings. The performance of 
their duties is probably more thor- 
ough on the part of directors of mu- 
tual companies than of stock com- 
panies. That this ought to be the 
case is plain. The directors of stock 
companies are responsible to the 
stockholders, of whom the officers are 
usually among the chief. The respon- 
sibility of directors of mutual com- 
panies is—murk this point—to the 
policyholders, and not to the holders 
of their voting proxies. That this 
sort of responsibility to policyholders 
is really felt, is only what might be 
expected from the persona! character 
of the men. That the result thus ex- 
pected does in fact come about is 
shown by experience. 

In the whole history of mutual life 
insurance in this country, there is 
no instance in which the views of any 
board of directors have been changed 
at the dictation of any officer. In 
one well-known instance, an officer 


holding proxies, and favored by a 
minority of the board, succeeded in 
replacing the retiring members of 
the board by friends of his own. This 
happened in the Northwestern Mutual 
Life Insurance Company in 1873. He 
supposed that he had secured a ma- 
jority of the board, but though per- 
sonally a worthy man with many 
friends, the immediate result was his 
own removal by the directors, and the 
election as president of the ‘‘grand old 
man’’ still holding that office. 

In only one instance in the history 
of mutual life insurance has there 
been a public scandal owing to the 
delinquency of a presiding officer. 
This was the case with the New York 
Life a number of years ago, when the 
board promptly displaced the officer 
who held the proxies, and elected in 
his place the best available man in 
the country. 

In short, such boards do their duty 
when the occasion arises. Above all 
other institutions, a life insurance 
company must be carried on smoothly, 
firmly and without friction. It is for 
this reason that every successful com- 
pany has availed itself of the ‘‘one man 
power.’’ A life company depends on 
public confidence and on the firm faith 
of its agents, both of which would be 
injured by vacillation or discord in 
the management. 

Boards do occasionally intervene, if 
possible, without publicity, though as 
a rule they secure the best man they 
can find and trust him. What now is 
to be said of the panaceas proposed as 
regards the election of directors? It 
is a historical fact that the directors 
of mutual companies are changed 
very slowly, and then only upon the 
nomination of the board itself. The 
same course is necessarily pursued 
whether the proxies of policyholders 
run in the names of the chief officers, 
or of a committee of trustees, or (as 
results in one case from an egregious 
law of acertain state) of some hun- 
dreds of private citizens who happen 
to be friends of officers and trustees. 

The system has been tested in many 
companies for many years and has 
worked well. What is to take its 
place? Should the board of directors 
become a close corporation and re- 
elect themselves? This would destroy 
the great policyholding electors. Shall 
the directors be named by three trus- 
tees, holding office for a period of five 
years? This device is only permissible 
in a well-known case until full mu- 
tualization can be secured. Should 
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there be special machinery for carry- 
ing on electoral campaigns among the 
policyholders, whether by limiting 
proxies to one election (with conse- 
quent activity of agents) or by the 
formation of local associations for 
canvassing purposes? Those who pro- 


pose anything of this nature forget 
that the very essence of that confi- 
dence upon which a life company de- 
pends, consists in a placid and un- 
ruffled faith in the existing manage- 
ment and in the performance of the 
ex'sting board of directors. 
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Promises Pleasingly Placed ) 


In Union Mutual policies. Modern contracts, 
convincingly arranged, with insurance guaran- 
tee, rights and values neeity set forth be- 
fore mention of premium rate. Lengthy expla- 
nations unnecessary—every feature plain and 
simple, Easy to understand; quick to sell. 


Union Mutual Life Insurance Co. 
PORTLAND, MAINE. 
Frep ©, Ricuarps, President. 
ArTHUR L. Bates, Vice-President. 
Always a place for active agents who hold 
ousiness written. 


Apply to either Epson D. Scorietp, Sxft., 180 
Broadway, New York City, or THORNTON CHASE, 
Supt., 84 Adams St., Chicago, Ills. 








rs 


JOHN C. PAIGE &CO. 
INSURANCE 


ZOKILBY STREET 
BOSTON. 











Northern Assurance Co. 


OF LONDON, ENG. 


UNITED STATES STATETIENT AS OF JAN. 1, 1903 


Admitted Cash Assets $3,423,230.90 
All Liabilities, including Reserves . .  1,998,616.11 


Net Surplus in United States . . . $1,424,614.79 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building : : 38 Pine Street, New York 


GEORGE W. BABB, MANAGER 
T. A. RALSTON, SUB-MANAGER 


ATN A LIKE INSURANCE 


COMPANY 


MORGAN G. BULKELEY, President. 


| The Leading Insurance Company in New England 


and the Largest in the World Writing 


Life, Accident, Health 
and Liability Insurance 


Has been in Active and Successful Business 
over 55 years. 


ASSETS OVER PAID TO POLICYHOLDERS 


73 MILLIONS i46 MILLIONS 


Its Surplus, by Connecticut Standard, is 
$8,850, 426.65 

The Atna Life Insurance Company is organized on 
the principle of the strongest Banks and Trust Com- 
panies by having a large capital stock ($2,000,000) 
widely distributed, and being subject to the close 
supervision of those who are financially interested. 
This gives assurance of safe and economical man- 
agement, thus making it in the best sense a policy- 
holders company. 


FOR AN AGENCY ADDRESS THE 
COMPANY AT HARTFORD, CONN. 


he LIFE, ENDOWMENT 


and ANNUITY POLICY 
IssuED ONLY by THE 


PHCENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 








SUN 


INSURANCE OFFICE 
OF LONDON. 


FOUNDED I7I0. 
United States Branch: 
54 PINE STREET, NEW YORK. 


Western Department: 
171 LA SALLE ST., CHICAGO. 


Pacific Department: 
215 SANSOME ST., SAN FRANCISCO. 





TATE Mautuai Life 


Rte a FE 
...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 


Financial Statement, Jan. 1, 1905. 


$25,457,929.45 
Liabilities . . 22,905,552.00 


SURPLUS. $2,552,377.45 
A. G. BULLOCK, President. 


H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 
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Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 


Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 


Weekly Underwriter, 58 William St., 
New York, N. Y. A weekly review cover- 
ing all branches, strong in its editorial 
comment and making a specialty of insur- 
ance returns by States. Also has the best 
information respecting State insurance leg- 
islation. ' 

Price, $5.00 per year; single copies Ioc. 





Western Underwriter, 145 La Salle St., 
Chicago, I1l., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies I5c. ; 
special life number, $1.25 per year, 20c. per 
copy. 


The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 2o0c. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 
Dividend-Endowment Fund, 1,290,036.00 


(Veferred Dividends) 
Contingent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurance in Force, - - ~ 


1,362,315.56 
74,892,289.00 














THE 
FIRST MUTUAL 


Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 





Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 





SURPLUS, 


$3,686,126.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President. 
D. F. APPEL, Secretary. 
WM. B. TURNER, Asst. Sec’y. 
































EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 
should read the book- 
let ‘‘Careers for the 
Coming Men,” by 
Hon. JohnF. Dryden. It 
is a practical discussion 
of the opportunities of- 
ga fered in the field of Life 
Insurance. A copy will 
be sent, free, upon re- 
quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 


Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 
BY THE 


LIVERPOOL 
““’ LONDON 
“” GLOBE 


Insurance Company. 


ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


JOSEPH A. DE BOER, President. H.M. CUTLER, Treasurer. 
JAMES T. PHELPS, Vice-Pres. A. B. BISBEE, Med. Director. 
JAMES B. ESTEE, 2d Vice-Pres. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary. F. A. HOWLAND, Counsel. 
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This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31!,398,453.67 Cain, 184s 
SURPLUS, .. 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Cain, 107% 





Sells the Best and Most Modern in Life, 

Term, Endowment and Annuity Insur- 

ance, 

JAMES T. PHELPS & C0., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 











The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, President. 





ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
el oc ccc scrcsvecceecenceces 85,918,227.30 
ei d:o6ecnsdcsiecnscicescceeces 7,319,562.97 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 








STATEMERT, JANUARY I, 1905. 





Cash Capital $1,000,000.00 
Premium Reserve — y 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims 6,287.51 
Net Surplus . 2,639,225 50 

Total Assets $6,352,699,73 








Commercial Union Assurance Company, 
(Limited) 


OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 


Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 








Jamms W. Hott, President. 
JaMEs M. BARKER, Vice-President. 
J. M. Lee, Actuary. 


TuHeEo. L. ALLEN, Secretary. 
Rop’t H. DavENporRT, Ass’t Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 























